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THE OUTLOOK 


Public Support for Stocks—Irregularities in Business— 
Where Shall We Economize?—The Effect of Rail Consoli- 
dation—Too Quick on the Trigger—The Market Prospect 


T does not require very great insight to 

reach the conclusion that one of the prin- 
cipal troubles with the stock market at the 
present time is found in the lack of what 
is termed “public support.” This is indicated 
not solely by the declining amounts of funds 
which are used as a basis for speculative 
operations—the so-called “brokers’ loans” of 
which so much is said—but it is also attested 
in a variety of others ways. Many theories 
or explanations might be afforded with re- 
spect to it, but the fact is more interesting 
than opinion as to the cause of the condition. 
It is necessary to remedy this attitude on 
the part of the public, in order to bring 
about satisfactory relations between the 
market as a whole, on the one hand, and the 
rank and file of investors. 

No doubt a good deal can be done to cor- 
rect an unfortunate situation, through the 
so-called “cleaning-up” of stock market con- 
ditions in a way to assure perfectly reliable 
treatment of customers’ accounts by broker- 
age concerns. The great majority of such 
concerns are responsible and trustworthy, 
governed by the code of professional ethics 
which the Stock Exchange itself has sought 
to maintain, and in many cases certainly con- 
trolled by very much more rigid and strict 
standards of action even than these. A 
minority are not so governed and their elimi- 
nation or subjection to the proper kind of 
discipline would be a great help to the pres- 
ent state of things. 

This kind of cleaning-up, however, is a 
superficial remedy, the real trouble in the 
case being much more deep-seated. It is 
found, we believe, in the lack of constructive 
leadership which exists nationally at the 
present time. The country is undoubtedly 
prosperous. Business is at least fair, in 


some lines very much better than that, em- 
ployment is substantial and wages are high. 
The agricultural outlook has turned out bet- 
ter than was expected. Nevertheless, there 
is a lack of constructiveness or assurance 
that matters are moving toward progressive- 
ly better and better conditions. 

With our finances in their present excel- 
lent condition, and with banking as unques- 
tionably sound and strong as it is, greater 
prosperity and activity ought to be in sight. 
The materials are at hand, but the spirit to 
use them seems to be lacking. Railroads 
cannot induce the investors to take the risk 
of new projects. They can borrow only on 
well-secured bonds. Industrial enterprises 
have found themselves hampered and crip- 
pled in many cases by the lack of access to 
funds which should ordinarily be readily 
available, if courage and optimism were at 
their normal height. The investor in general 
fears the plans of Congress and the constant 
threat of radical action. 

In some Western states conditions have 
developed to such a point that considerable 
numbers of wealthy, or even well-to-do, in- 
habitants are moving away and are taking 
up their residences in other commonwealths 
which do not discriminate so severely against 
incomes and properties of moderate or large 
size. In other states nearer home, activity 
and enterprise are restrained by the fact 
that exorbitant taxation cannot be escaped 
and by the fact that investors see little of a 
hopeful nature in the general posture of 
public affairs. 

All this calls for some very careful and 
courageous thought on the part of our na- 
tional administrators, and, perhaps more 
important still, on that of the business men 
and financiers of the nation. The time has 
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gone by when we can let well enough alone, 
or wait for an automatic correction of evils 
whose existence is recognized but which, 
nevertheless, are receiving no thorough scru- 
tiny. There certainly is lacking today any 
national policy with respect to taxation, 
banking and economic problems generally 
which would permit a larger development of 
courage and enterprise in the advancement 
of business. This has long been true with 
respect to foreign affairs, but has become 
more and more evident in domestic concerns 
as well. 

_ We cannot fairly blame the present na- 
tional administration which has so recently 
come into office; or at all events we cannot 
hold it solely responsible for the unfavorable 
outlook. The case is a complex one and can- 
not be promptly remedied by any one au- 
thority. It calls for a general awakening on 
the part of the business community, and in 
a broader way on that of the conservative 
elements of the nation at large. Why should 
it be impossible to reexamine our whole eco- 
nomic situation with a view to bringing about 
a better attitude toward business and finance 
on the part of the rank and file of voters, to 
the end that a much greater degree of pros- 
perity may be assured to every element? 
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HE progress of affairs 
eA during the past week 
or two has once more 
conclusively shown that 
present ups and downs in business are such 
as to call for very careful analysis and fore- 
casts, if trouble is to be avoided in the com- 
ing months. Certainly there is no general 
state of things that tends to offset the fairly 
prosperous outlook already recognized in 
past weeks. Nevertheless, conditions in a 
few large branches of trade, notably steel 
and oil, among the basic commodities, have 
shown an underlying weakness or unsatis- 
factoriness of condition that must not be 
ignored. 

It will be remembered that, in former 
years, a check or reaction in one important 
line usually led to like conditions in another, 
and in that way the evil, whatever it might 
be, that was recognized as being present at 
a given moment, tended to spread from one 
branch of business into the other. 

There is no good reason why any such sit- 
uation should exist today. The overproduc- 
tion, lack of employment and of demand, and 
“slump” of prices which has often been 
noted in other times are not present today, 
certainly in any considerable area. Yet there 
is much in the present prospects to indicate 
that the average man considers prices too 
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high, or beyond his means to meet, so that 
he is disposed to hold off from buying in the 
belief that they may be more favorable to 
him. 

This state of things has not gone very far, 
but what has actually been noted should 
serve as a caution to business and financial 
leaders not to adopt policies which tend to 
aggravate any such point of view on the part 
of the great mass of the consumers of the 
country. They ought rather to undertake 
what measures they can for the purpose of 
improving demand and bringing about a con- 
dition of better adjustment between the 
prices of various commodities. It is not that 
business today is bad or apparently likely to 
be, but that it can be made much better. 


a 


NE of the great mea- 
sures to be adopted 
in the interest of better 
business is the introduc- 
tion of a more economical method of govern- 
ment. So often has the matter been dwelt 
upon that it seems unnecessary to review at 
any length the enormous increase of costs 
which has taken place in recent years, and is 
today going forward in every branch of ad- 
ministration—Federal, state and local. The 
Budget Bureau at Washington is now again 
holding hearings and making inquiries for 
the purpose of showing where reductions 
may be made in Federal appropriations. Yet 
it should not be difficult to save a very large 
sum of money, if the proper disposition 
makes itself felt. 

In the one item of shipping, the recent 
opinion of Attorney-General Daugherty has 
made it plain that there is no legal warrant 
for government participation in vessel oper- 
ation. That being the case, a choice must be 
made between continuing the present waste 
of funds in shipping operation at a rate of 
about $50,000,000 a year or of curtailing the 
expenditure in that direction by simply go- 
ing out of business. There is no general 
service to be performed by remaining in the 
shipping trade, and we ought to discontinue 
it as soon as possible. 

Again, enormous economies can be made 
in funds that are being spent for various 
purposes growing out of the war, without 
in the least diminishing the efficiency of what 
is properly being attempted there. From 
the side of the State Governments, there is 
a call for extensive reduction in the expen- 
diture of funds on roads and enterprises of 
one sort or another which are useful in and 
of themselves, but for which the taxpayers 
are not now in position to pay. (In this 
connection, please read the article on Tax 
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Exemption on page 1090.) This is the season 
of the year when decision on these matters 
may result in some actual results. Later, the 
control of what is to be done will be largely 
lost, as legislative sessions open, and as com- 
mitments are made. 
area ee 

MONG the problems 

of railroad consoli- 
dation that have been 
brought up during the 
past few weeks, none is probably more 
striking than the plans for developing new 
through routes between the Atlantic sea- 
board and the West. Two projects particu- 
larly have been called sharply to the atten- 
tion of the community—the one, that of the 
Baltimore & Ohio designed to establish a 
straight through line out of New York over 
the Jersey Central and some other sections 
of road continuing over the Baltimore & 
Ohio’s own tracks; the other, that of the New 
York Central, which wishes to control the 
lines across Pennsylvania, linking them up 
with its own connections south of Lake Erie. 

Needless to say, either of these two 

projects will have enormously important 
consequences upon the securities of the roads 
affected, and are thus of the first interest 
to investors. They are, however, of far 
greater interest to business, because they are 
likely to result in redistributing traffic be- 
tween the several ports, and will thus deeply 
influence the prosperity of the various ter- 
minals in the Eastern part of the country. 
All this makes a financial and business sit- 
uation that deserves the most careful atten- 
tion that can be given to it by the shippers 
and manufacturers of the entire country. 
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URING the week of 
September 24, one of 
the most important ses- 
sions of the American 
Bankers’ Association that has been held for 
a long time occurred at Atlantic City, New 
Jersey. A general survey and forecast of 
the meeting was furnished in our last issue, 
but the results have been such as to call to 
mind many new features of the banking and 
financial outlook as viewed from the vantage- 
point of this significant convention. 
Possibly the most striking development 
has been seen in.the attention given to ques- 
tions of general or theoretical importance, 
numbering among them as prominent ele- 
ments the attitude of the bankers towards 
the Federal Reserve System and their posi- 
tion on questions of international finance and 
economics. Banking leaders are undoubted- 
ly desirous to see improvement and advance- 
ment in the efficiency and sound working of 


RAILROAD 
CONSOLIDA- 
TIONS 


THE 
BANKERS’ 
ASSOCIATION 


the Federal Reserve System; and the expres- 
sions at the convention testify to this feeling 
on their part. But there are elements among 
them whose selfish interests tend to get in 
the way of their national point of view. 
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ROSECUTING au- 

thorities were quick 
to seize upon the expres- 
sions of President Crom- 
well, of the New York Stock Exchange, who, 
in an address before the American Bankers’ 
Association, referred to undue pressure said 
to have been brought to bear upon the 
Exchange in behalf of individual concerns 
backed with threats of legislation possibly 
to be attempted if the demands referred to 
were not granted. As a result, witnesses 
have been called and interrogated, but it 
would now seem that no definite result is to 
be expected. 

In this case, as in all of the Stock Ex- 
change controversy, the important thing to 
bear in mind is that the really essential 
object should be that of correcting bad con- 
ditions, out of which specific or individual 
evils grow, rather than that of attacking 
individuals who are guilty of violations of 
professional ethics or who in some other way 
lay themselves open to attack or criticism. 
“CY 

T became evident today 

that the bullish in- 
tentions formerly enter- 
tained by large interests were encountering 
a sufficient number of obstacles to make it 
imperative that their contemplated bull 
campaign be abandoned. Evidence is gath- 
ering that the fall and winter business situa- 
tion is not measuring up to former estimates, 
and this undoubtedly was the cause of a 
rather distinct weakening in the price 
structure today. 

We had anticipated that prices would be 
carried higher during the current month, 
but we also realized that if such were the 
case the main purpose would be to facilitate 
distribution of stocks. Now that the pos- 
sibilities of a further advance seem to have 
disappeared, we believe that the next step 
will be a downward adjustment of the price 
of stocks to whatever level seems to be indi- 
cated by the business and financial outlook. 

Under such circumstances we can only ad- 
vise that subscribers turn all of their com- 
mon stocks into cash, except those held solely 
for income. 

All buying recommendations which appear 
or are inferred in the analytical articles 
presented in this issue, are hereby with- 
drawn. Monday, October 8th, 1923. 
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A Bird’s-eye View of Leading Industries and Security Groups 


Which Security Groups Are in the 
soundest Position Today ? 


A Detailed Analysis of the Position and Outlook of 
Leading Industries in Which Investors are Interested 


Industrial Analyses by MAX GOLDSTEIN 
Market Analyses by E. D. KING 


NE of the recognized ways of get- 
O ting at truth is to take a familiar 
belief and turn it upside down. 
While most people were saying, “The sun 
turns around the earth,” Copernicus said, 
“Let us suppose the earth turns around 
the sun,” and laid the foundations of 
present-day astronomy. Where Newton 
said, “Space and time are absolute; the 
apparent velocity of light depends on 
whether you are moving toward it or 
away from it,” Einstein said, “The ve- 
locity of light is absolute; space and time 
are relative.” 

In the same way, we have the well- 
known dogma, “The action of the market 
predicts the course of business.” It is in- 
teresting sometimes to reverse this, and 
say, “The trend of business is so-and-so; 
the trend of the market should therefore 
be similar.” 

Where the trend of business is compli- 
cated and hard to follow, the trend of 
individual industries is usually much 
easier, and therefore affords a more re- 
liable guide to the action of groups of 
stocks, apart from the market as a whole. 

With this idea in mind, we have chosen 


in 


seven representative big industries, which 
have been analyzed first from a trade 
view-point, second, according to the action 
of their stocks. In some cases, as in oil, 
the downward trend of the industry is 
confirmed by the downward trend of the 
stocks. In copper, on the other hand, the 
outlook is for betterment, while the stocks 
remain low. In such cases, we interpret 
the disparity to mean that here are oppor- 
tuities for the scientific investor. 

Because of limitations of space, we 
have covered in detail only seven of the 
large industries which are represented on 
the stock exchange. The trade position 
of a number of others, from a purely in- 
dustrial standpoint, is indicated in the 
accompanying table. A number of other 
industries whose stocks are significant are 
considered in the graphs of stock prices, 
which should be compared with the graph 
of the Times average of 50 stocks to ob- 
serve whether they have moved with or 
against the market. 

As in most studies, the facts are secon- 
dary; the comparison of the facts is 
everything. 





STEEL The steel industry seems to 

be facing a period of slightly 
increasing output with lower prices in 
sight. August production of 3.5 million 
tons of ingot steel was slightly above July 
figures of 3.3 millions, though below the 
year’s peak of 4.7 millions reached in 
May. The upward trend is more clearly 
indicated by the amount of new business 
being negotiated, largely on behalf of 
railroads. Production is being increased, 
however, at a rate which not only takes 
care of new business but is eating into 
old unfilled orders which, it is estimated, 
will total (for the Steel Corporation) 
about 5 million tons at the end of Septem- 
ber compared with 5.4 millions at the end 
of August, 

While figures on steel consumption are 
somewhat difficult to get, experts are 
agreed that stocks of semi-finished steel 
products are not only moderate, but have 
been showing a declining tendency. This 
is attributed in part to the more rapid 
handling of freight by the railroads, who 
thus enable a given volume of production 
to move more rapidly from ore producer 
to ultimate steel consumer. 

Prices have held fairly steady for the 
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last four months, following a big run-up 
earlier in the year. A weighted average 
of seven steel products (bars, plates, 
shapes, pipe, nails, sheets and tinplate), 
shows an average price of 3.03 cents a 
pound, maintained since May, compared 
with 2.59 cents earlier in the year, an 
average of 2.31 for last year, and of 1.52 
for 1914. 

Among raw materials, ore has been cut 
50 cents, and in some cases, more a ton, 
and coke has gone down from a high of 
$8.53 early in the year to around $4.56 a 
ton. These reductions in raw materials 
have offset, to some extent, the increased 
labor costs due to the installation of the 


eight-hour day under conditions which 
amount to a wage increase varying from 
10 to 15%. 

This offsetting is only partial, how 
ever, and it is admitted that profit mar- 
gins in the steel industry are consider- 
ably narrower than they were in the fir 
half of the year. The shrinkage in earn- 
ings for some corporations is estimated 
at as much as 50%. 

Export business is moving up toward 
the pre-war “normal” of some 2 millions 
annually, and will do something to help 
out certain steel producers. On the whole, 
the outlook is for increased activity, but 
for smaller earnings. 


As indicated by the above review of 
the outlook for the steel industry, it is 
evident that there is not a great deal o/ 
warrant for optimism. Coordinating th 
prospect with the market situation in stee 
shares, we find that, aside from irregular 
advances in the past year, they have been 
more or less surely gravitating toward 
lower levels. Thus, for seven selected 
steel shares, the highest average price i: 
October, 1922, was about 82. (See graph.) 
This figure has not been reached since, 
the highest point of the year in fact be- 
ing 77. Since this figure was reached, 
these seven steel shares have declined t 
a low point of 50 or not much above thx 
absolute low point of 1921, when condi- 
tions were extremely depressed. It can- 
not be said that these shares have made 
much progress since they reached thei 
low point for the year as they are now 
resting at about 54. 

The recent trend of steel shares has 
been downward, a situation which is 
understandable in view of the trend 
of the industry. It must be borne in 
mind, however, that these stocks have 
already had a very extensive decline 
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investor can expect to succeed who has not a thoroughgoin 
knowledge of the principal factors affecting his investment 


Among the most important are the condition and prospects for 
the industry or industries in which he is interested. The effort to 
enhance investment knowledge among our readers is the basis 


of this important article. 
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and that they have very materially 
discounted the changed conditions in 
the industry. Furthermore, should 
signs of vigorous recovery evidence 
themselves shortly, these shares, at 
prevailing comparatively low levels, 
would be found in an attractive po- 
sition. 


nner 
PETROLEUM The outstanding rea- 


son for the present 
pression in the oil industry is the pro- 
ion from the new California oil fields, 
vated at something under 1 million 
urrels a day at the present time. This 
production has been thrown on the 
narket at a time when stocks were al- 
ly dangerously high, and has resulted 
reaking prices and accumulating ex- 

ive reserves. 
The latest figures show 293 million bar- 
ls of crude oil carried as stocks on hand, 
32 millions higher than at the corre- 
ding time last year, and compares 
139 million barrels, the highest fig- 
reached during the 1919-20 boom. 
line stocks have shown some declin- 
tendency, in view of the prolonged 
ring season, but at the end of July 
still 1,165 million gallons, or 171 
illions off the peak 
reached during March 
of this year, and a 
peak of 643 million gal- 
lons during the 1919-20 


Production during the first seven 
months of this year has been at the aver- 
age rate of 57 million barrels of crude 
monthly, compared with a monthly aver- 
age of less than 46 million barrels last 
year and of 21 millions in 1913. Recent- 
ly there has been some tendency to de- 
cline, but not, as yet, a very marked one. 
No serious decline can be expected until 
the California wells become exhausted, 
when their output should fall off rapidly. 


Imports, principally of Mexican oil, 
have been reduced sharply, in view of the 
overproduction in this country. In the 
first seven months of this year, they aver- 
aged 5.6 million barrels monthly, com- 
pared with an average of 12.4 millions for 
the corresponding period of last year. 
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general course of the market. 


The remarkable feature of these graphs is that practically without exception 
they indicate that the respective security groups have uniformly followed the 
This is a striking illustration of the inter- 
connection between all stocks, indicating that when a general market movement 
boom. sets in, few stocks can be expected to pursue an individual course. 


Prices of both crude oil and refined 
products have been cut heavily. Mid- 
Continent crude (33 to 34.9 degrees) is 
now at $1.25 a barrel after a peak of $1.85 
this year, and an average price of $1.81 
in 1922. Motor gasoline in steel barrels 
to garages is now at 18% cents a gallon, 
compared with a peak of 25 cents this 
year and an average of 25.1 cents last 
year. 

Other factors entering into the situa- 
tion are the excessive refining capacity, 
the approaching possibility of South 
American oil production on a large scale, 
and the relatively low demand for heavy 
oil by-products. The outlook for the in- 
dustry over the next few months is, there- 
fore, discouraging, though its longer- 
range prospect holds promise. 

The above analysis checks completely 
with the action of oil securities during 
the past few months. This year, as indi- 
cated by the accompanying graph, ten 
representative oil stocks reached a high 
of 52 compared with a high of 55% last 
year. Upon appreciation of the growing 
disorder in the industry, occasioned by 
the large overproduction of the past few 
months, these shares dropped to a low 
point of 2 from which they have barely 
recovered, being now 
quoted at around 31. In 
view of the fact that 
conditions in the indus- 
try are not likely to be 
greatly improved in the 








cot Wil aD 
oe 


1922 1923 1975 RECENT 
ace HA mc LOW PRICE 


3 PAPERS 


4 SHIPPING 


ones S TEXTILES 


5TIR 10 OILS- 


0 
1922 1923 2S RECENT «2. I~} 1922 1925 IS7S.RECENT 61922 1923 IPIS RECENT 1922 1925 I92SRECENT 1922 1975 1925 RECEST 
Gn GE Lew PRICE |G GE LOW PRICE «(WIG HG LOW PRICE «HIGH HGH LOW PRICE (HICH PRGH LOW PRE HIGH HICH LOW PRICE HIGH HGH Low PRICE 


~ Stock Markel F luctuations ~ 
~Twenty Leading Groups~ 


























OCTOBER 13, 1923 





near future, there is not -much occasion 
to expect anything phenomenal by way 
of market appreciation. 

Nevertheless, as one of the great 
basic industries, with possibilities of 
elimination of current unfavorable fac- 
tors at the end of the winter season, 
there is reason to expect a betterment 
of conditions, and for that reason the 
better class of these shares undoubt- 
edly offer satisfactory specvestment 
possibilities at this time, but only for 
the investor who is willing and able 
to hold for a period. 

ya RR 


AUTO- The amazing 
MOBILES feature of the 
’ automobile in- 
dustry is its ability to take 
a record volume of produc- 
tion without accumulating 
unwieldy stocks of unsold 
cars or compelling price 
“uts to maintain buying de- 
mand. The average month- 
ly production of passenger 
cars this year has been lit- 
tle under 300,000, around 
which figure it has held 1922 1925 1923 RECENT 
fairly steady for the past “““"“""™* 
two months. This figure 
compares with an average of 194,514 cars 
a month in 1922, the best previous -year, 
and with an average for 1913 of 38,458 
cars monthly. 

Yet reserve stocks are so far from be- 
ing excessive that dealers in many large 
cities have been unable to fill orders im- 
mediately, and even the used cars, whose 
appearance on the market in enormous 
numbers threatened to be a disrupting fac- 
tor earlier this year, have been absorbed 
along with all the new production, 

Price reductions have been few, and 
confined largely to medium and _ low- 
priced cars. Many new models have been 
brought out in recent weeks for Fall and 
Winter delivery, and the growing popu- 
larity of closed bodies indicates that Win- 
ter production and buying should not fall 
far below the recent level, as was also 
the case last year. 

While the immediate outlook is thus 
satisfactory, it is a question whether these 
conditions can be kept up over a period 
of years. At the end of 1923, it is esti- 
mated, there will be 14 million cars reg- 
istered in this country. The automobile 
factories of this country are producing at 
the rate of 3.6 million cars a year, and 
have a capacity well over 4 millions. It 
seems open to question if within the next 
few years competition will not become 
keener in the industry because of this 
large productive capacity, and if so, 
whether profit margins will not decline 
and smaller companies be forced to the 
wall. At the present time, the automobile 
industry is the largest, in value of prod- 
uct, in the United States, a condition 
which, in the long run, does not seem 
sound. 

From a shorter-range view-point, how- 
ever, the outlook for the industry can be 
described as nothing less than brilliant, 
and the fact that prices have not had to 
be cut during a period of enormous pro- 
duction and general business dullness, tes- 
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tifies eloquently to the inherent strength 
of the industry at the present time. 


Without dwelling too much upon fac- 
tors that are likely to affect this industry 
over a long period of years, it is clear 
that the near-by outlook offers sufficient 
inducements for specvestment purchases 
of this type of security. Automobile 
stocks, as a group, are at this writing 
quoted at practically their lows for the 
year and are considerably below their 
highs. Thus, as indicated by the accom- 
panying graph, ten representative issues 
reached a high of 56 in 1922 and rose to 
a high of 65 early this year. Since that 
time they dropped to a low of 42 and are 
now quoted at about 43. Roughly, these 
fluctuations are typical of movements in 
the automobile group as a whole, and this 
includes the accessory group. 

From a market view-point, consid- 
ering the satisfactory prospects for the 
industry next year, it is clear that 
these stocks are selling at unwarrant- 
edly low levels and, accordingly, they 
seem to possess specvestment possi- 
bilities of a somewhat higher order 
than that offered by most of the other 
stock groups. 


nee 
COPPER The outstand- 


ing features 
of the copper situation at 
the present time are the 
orice outlook, the pressure 
of imported copper on the 
market, and the disturbing 
tendency toward the accu- 
mulation of surplus stocks 
of refined metal. Prices 
have recently recovered 
fractionally to 13% cents 
a pound (electrolytic, de- 
livered), compared with a 
high of 16.96 cents in 
March of this year and a 
1914 average of 13.32 cents. 

Copper products have followed the 
metal down, prices of sheets, rolls, shapes, 
wire, rods and the like having fallen from 
1 to 2 cents a pound since the end of 
July. This indicates a feeling on the part 
of copper rolling mills-that the new lower 
levels for unwrought copper would not 
rise soon. 

Two depressing factors have been the 
large volume of imports, principally from 
Chile, in South America, and Haut Ka- 
tanga, in Africa, which have brought im- 
portation up to about 135,000 tons in the 
first half of this year, compared with 77,- 
500 tons in the similar period of 1922, and 
109,000 in the boom of the first half of 
1920. As against this, exports have been 
well maintained at somewhat over 25,000 
tons monthly this year, compared with an 
average of 26,600 tons monthly last year. 
In view of the fact that the European sit- 
uation has been much worse this year than 
last,’ these results are considered very 
good, and a resumption of European 
large-scale buying in the event of a 
smoothing-out of overseas difficulties 
would of course be of great help to the 
copper market. 
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On the other hand, unsold stocks are 
estimated at 235 million pounds at the be- 
ginning of September, and are being 
added to at the rate of about 15 million 
pounds monthly, compared with about 10 
million pounds monthly which were being 
withdrawn from stocks from November 
of last year until April of this year. This 
reversal of trend is considered a sign of 
underconsumption of copper within tl 
country. 

Production is being well maintained at 
about 180 million pounds monthly (for 
both North and South American produ 
ers), of which about % is to be attribut 
to United States production. The « 
tinued low level of prices may operate 
drive some small producers out of t! 
market, but their place could easily 
taken by increased output from the large: 
producers. 

The prospective stabilization of cop, 
prices should enable the larger and bett: 
equipped companies to make respectal 
earnings. 

As in the case of the steel shares, se- 
curities of copper companies have su 
to not far from their lowest levels oi 
the past several years. Thus, as the ai- 
tached graph indicates, 10 representati 
copper and smelting stocks, reached 
average high point of 59 in 1922, with a 
high of 60 in 1923. Subsequently, this 
group of shares slumped to a low of 43 
and are now quoted at an average of 44 
practically at the bottom. 

It is obvious, therefore, that the less 
favorable conditions surrounding the 
industry as compared with those earlier 
in the year, have been more or less 
reflected in the current prices of the 
shares. However, as the above trade 
analysis indicates, with stabilization 
near at hand, at least for the larger 
companies, it is likely that some of 
these shares, from a long-range view 
point, offer considerable possibilites at 
these levels. 


RRR, 
LEATHER The leather 


industry is 
overcast by a_ situation 
which has recurred peri- 
odically in the last four 
years—rising hide prices in 
a falling leather market. 
Hides have risen % to 1 
cent a pound in the last 
month, while typical grades | 
of leather have fallen 2 to - 
3 cents a pound. Sole vv 
leather is a full cent below 
its 1921 low, while hides 
are nearly 4% cents above hon ten Pe 
their 1921 lows. 

Production of all grades of leather fo: 
the first eight months of 1923 is well 
above corresponding figures for 1922, bu! 
the trend has been irregularly downwar: 
in different lines of leather products, b 
ginning with March of this year. Aver 
age production of boots and shoes th 
year has been at the rate of 30.4 millix 
pairs monthly, compared with an avera; 
of 27 million pairs monthly last year, but 
the rate has been running at around 25 
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million pairs a month recently, compared 
with 35.8 million pairs in March of this 


Stocks of leather have been accumulat- 
ing slowly, indicating that consumption 
has declined somewhat further than pro- 
duction, though here again the figures 
with the different kinds of leather. 
Hi stocks, on the other hand, have 
shown a declining tendency, indicating 
that the accumulation is taking place fur- 
ther down the line of distribution, be- 
tween tanners and retail dealers. 

1e import trade, largely consisting of 
hides from Central America and Argen- 
tina, has shown a steady tendency to grow, 
the monthly average for 1913 having been 
about 41 million pounds, for 1922 about 
45 million, and for the first half of 1923 
about 48.5 millions. The export trade in 
sole and upper leather, and in boots and 
shocs, has shown an even better improve- 
t, besides which a large part of the 
rted dry hides are being re-shipped 
urope. 
ot and shoe exports, for instance, are 
40% above last year’s figures, and 
leather exports are some 10% higher, 
ih upper leather exports have fallen 
omewhat and are recovering now. 
ie better prices now being obtained 
hogs may bring more native hides 
the market, and thus bring hide 
s down, but until some such develop- 
t occurs leather manufacturers will 
a narrowing margin of profits. 


val 


\s indicated by the above trade analy- 
the leather industries are not in a par- 
ticularly promising position, and the same 
has been faithfully reflected in the mar- 
ket position of these securities, as a group. 
The accompanying graph portraying the 
turning points in the market posi- 
tion of four representative leather shares 
~ 922-1923 indicates that, having reached 
gh point of 69 on the average in 1922, 
with a high of 68 in 1923, they subse- 
quently slumped to a low point of 36 and 
are now quoted at about 41. 

In view of the general prospects for 
the leather industries, it would seem 
that the present unfavorable position 
of these shares is justified. 


COAL There is a great 

difference in trade 
situation and outlook be- 
tween hard and soft coal. 
In both, production has 
been at record rates this 
year: hard coal output for 
the first eight months aver- 
aged over 84 million tons 
a month, compared with 
an average of 7.6 millions 
in 1913, and the previous 
record of 83. millions 
monthly average made in 
1917. Similarly, bituminous 
production has averaged in 
a similar period, 46 millions of tons 
monthly this year, while in 1913 the aver- 
age was 39.8 millions and the record was 
but slightly higher, at 48.3 millions in 
1918, under the extreme stress of war de- 
mand. 

During the hard-coal strike of last year, 
however, lasting from April to Septem- 
ber, while hard-coal output was but little 
over 1% of normal for five months, soft- 
coal production declined to about 46% of 
normal. There was an enormous deficit 
in the case of hard coal to be filled, which 
did not exist to nearly such an exterit 
in the case of soft coal. 

As a result, soft-coal stocks are now 
about normal (an estimated 50 million 
tons at the beginning of September), 
while anthracite stocks are still low be- 
cause of the eagerness of consumers to 
make sure of the coming winter’s supply. 

The difference is also seen in the price 
trends. The settlement of the late coal 
strike at a 10% horizontal wage increase 
for hard-coal miners was reflected shortly 
afterward in an increase of 75 cents to 
$1 per ton, or about $16 a ton in New 
York, retail delivered, against $15 which 
had prevailed after the flurry of the first 
few months of the year had passed. Pitts- 
burg bituminous steam coal (run of mine 
basis), on the other hand, after having 
been as high as $3.43 at the beginning of 
the year, has been heading consistently 
downward, has been as low as $1.97 a 
ton, and is not far from that level now, 
with a dull market and buyers abstaining 
in the hope of still lower prices, being at 
the same time fortified by adequate re- 
serve stocks. 
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Both bituminous and anthracite ex- 
ports are well above the pre-war level, by 
25-30%, on a tonnage basis. Measured in 
dollars, of course, the improvement is still 
more striking, as bituminous coal is now 
50% above 1913 prices and anthracite 
about 140%. 

The above survey indicates that miners 
and dealers of hard coal are likely to fare 
considerably better than soft-coal con- 
cerns in the next few months. 


Coal stocks have not particularly dis- 
tinguished themselves recently by any 
discernible degree of stability marketwise. 
Thus, having reached an average high 
point of 50 in 1922 (see graph), their 
highest point of the current year was 
only 43, subsequently reaching a low of 
31 near where they are quoted at the pres- 
ent time. 

In view of the conditions described 
by the above review of important coal 
factors, it is difficult to see why this 
class of stock should have declined 
so precipitously. They are decidedly 
out of line with many other groups, 
and the best of them offer reasonably 
good specvestment possibilities at 
these levels. This is particularly true 
of stocks representing the anthracite 
industry. 

nne 


TEXTILESInstead of 

discussing the 
textile industry as a whole, 
it may perhaps be more 
illuminating to consider one 
by one its three main 
branches: cotton, silk and 
wool. 

The cotton industry has 
received a great stimulus 
from the raw commodity 
market, in which the price 
of middling upland moved 
up from 24 cents a pound 
to. around 30 within a few 
weeks, as the result of 
anticipations of a small 
Domestic consumption has shown an 
improving tendency recently, and so 
far this year has averaged 562,000 bales 
monthly against an average of 494,000 

(Please turn to page 1136) 
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cotton crop. 





COMPARATIVE PICTURE OF THE TREND IN TWELVE BIG AMERICAN INDUSTRIES 





Production Consumption 


Reserve Stocks Exports [Fors Competit’ “ Price of Product jos of Materials Me of Earnings 





Improving Small improvement 


| Not excessive | Subnormal | Negligible | 


Weakening | Declining pais geod to poor 





Slight decline improvement 


|More than suffic’nt| Subnormal | Unimportant | 


Fair to poor 


Softer | Declining | 











Holding steady Somewhat off 


Becom'g a problem| Well maintained | A serious factor | Near itity 
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Good to fair 





] Booming Well maintained 


Fair to low High Not serious 


Anthracite rising ;| 
bituminous falling| 


Rising Excellent to good 





Declining irreguiar 





Unimportant 


Negligible — yy ~i wf 


Below normal 


Weakening | Steady | Good to fair 





AUTOMOBILE....| Unusually large | Active demand 


Negligible, exeept 
in high-grade lines 


Slightly too low | Large increase 


Few cuts xoellent by very 





FOOD & PKG...| Slight decrease Unchanged 


Decreasing Decreasing | Not significant | 


Falling Falling \eeeatar—~ 





Some decrease | Slight falling off 


Some increase Well sustained [increasingly impt.| 


Dewaward Rising Poor 





Increasing Irreguiarty Active { 


decreasing 


Irregularty Good te poor 


a, 
{_ 
Declining a 
downward ) 





Practically 
unchanged 


ee Declining 





Pronounced | 


ps Increasingly } 


serious 





PETROLEUM....| inereasing  |increasing, except 


for seasonal fall 


Inereasing Improving ae | 


Irregularty Irregular 


Good te poor 
upward 





Decline not Declining 


Fairly good to bad 
yet over 





TEXTILES Increasing 











| 
| 
Irregular 


Diminishing 


Well sustained Slight decline | Little importance | Strengthening Excellent to fairly 
— good 
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JUDGE GARY ABROAD 


With Mrs. Gary in a “Madeira taxi,” a strange means of locomotion, equipp 
with greased runners that slide over cobbled inclines. This shot taken at Fun- 
chal, capital of the Island of Madeira 


Away from The Street 


Four leaders of busi- 
ness and finance 
DARWIN P. KINGSLEY 


snapped in odd 
Snapped at the Westchester-Biltmore 


course, in between matches of the moments. 
Bankers’ Athletic League 


























A DISTINGUISHED PATRON OF MUSIC 


Mr. Kahn, with a long line of achievements behind him in banking, probably PRESIDENT SABIN 
covets more his admitted prominence in the world of music. Shown here con- Of the Guaranty Trust, lines one over 


gratulating a high-school student on a prize-winning essay in defense of at a recent outing near Tarrytown, 
Classical Music N. Y. 
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Are the Oils Suffering from Tickeritis? 


Certain Independent Oils are Speculative Footballs—Is There a 
“26 Broadway Crowd” in the Market?—Reasons Why Former 
Fundamental Standard Oil Policies Have Been Radically Altered 


And well-nigh incurable. It seeps 
into the tissues of its victims with- 
t giving any indication of its presence, 
mtil it has become so firmly entrenched 
hat it is the devil’s own job to eradi- 
te it, 
It attacks individuals and corporations 
ke. The former are apt to succumb 
quickly, while the latter are likely to re- 
t its inroads for a long time and often 
ceed in shaking it off. 
[he symptoms in the case of the indi- 
ljual are unmistakable to the experienced 
server. They are a nervousness of 
nner, unnatural brightness of the eye, 
rried speech, increasing credulity and 
iling judgment. It is the most common 
liction in the financial district. The end 
often financial disaster. 


[Aad wel is an insidious affliction. 


By HAYES WILSON 


tecedents, the insiders have regarded their 
concerns chiefly as pawns in the market 
game which, it must be admitted, they 
have played with consumate shrewdness. 
They vary their market activities with 
faro, roulette and poker at Miami and 
Palm Beach in the winter and playing the 
races in the summer. One of this group 
is reputed to be among the richest men 
in the country, although his stockholders 
have no special occasion for rejoicing. 
Another was recently reported badly 
crimped on the short side of cotton, which 
necessitated the formation of a syndicate 
to take over a large block of the stock 
of his company, which was pressing on 
the market and threatening to upset the 
entire list. 

Many of these companies saw the light 


ard Oil Trust in Ohio nearly sixty years 
ago, the oil industry has undergone a 
tremendous development and _ evolution. 
The pioneers, who builded the greatest 
industrial organization in the world under 
the name of the Standard Oil Co. until 
its dissolution in 1911, were oil merchants 
rather than financiers. In the words of 
John D. Rockefeller “We were oil men 
in the morning, we were oil men at noon 
and we were oil men in the night.” The 
founder of the Standard Oil colossus, like 
Henry Ford, in early life laid down cer- 
tain business fundamentals which he 
rigidly followed. Among the more im- 
portant were the following: 

(1) Expand your business from earn- 

ings 

(2) Always be in a strong cash po- 
sition, the strongest 
possible 





In the case of corporations, 

symptoms are no less nu- 
rous but are less sharply 
fined. They consist of un- 
irranted activity in the com- 
ny’s stocks, increasing emis- 
m of unofficial rumors put 
it from official sources, ten- 
lency to increased capitaliza- 
m, irregular dividends and, 
ten, declining earnings and 
security prices. 

In short, when the interests 
which control a corporation 
become more interested in 
market quotations than in the 





eradicate it. 


“TICKERITIS” 


“Tickeritis is an insidious affliction. 
And well-nigh incurable. It seeps into the 
tissues until it has become so firmly en- 
trenched that it is the devil’s own job to 
It attacks individuals and 
corporations alike. The former are apt to 
succumb quickly, while the latter are like- 
ly to resist its inroads for a long time and 
often succeed in shaking it off.” 


Stick to oil refining. 
Let the other fellow 
make the long profits 
and big losses incidental 
to the production end 

(4) Keep away from Wall 

Street. 

As long as John D. Rockefel- 
ler was in active charge and 
for many years thereafter 
those principles were rigidly 
observed. A Standard Oil em- 
ployee, who let it be known 
that he bought or sold securi- 
ties on a_ speculative basis, 
wrote his own ticket of dis- 


(3) 








company’s legitimate business, 
that corporation is suffering 
rom tickeritis. Many are the companies, 
sound in wind and limb today, which have 
suffered from this disease in times past; 
Union Pacific, in fact many of the rail- 
roads, the U. S. Steel Corporation, Amer- 
ican Smelting & Refining, the number is 
legion. Some have recovered through the 
major operation known as _ receivership 
while still others have come to utter dis- 
solution in the bankruptcy courts. 

The attack need not be necessarily fatal 
or even severe. The corporate patient 
may endure a mild case of tickeritis for 
years without being seriously harmed. 
In fact it may be truthfully said that 
practically every company whose stocks 
are listed on the exchanges has some taint 
of tickeritis in its system. The serious 
cases are the exception rather than the 
rule. 

Independent Oils As Victims of 

Tickeritis 

That many of the oils are suffering 
rom acute tickeritis has been apparent 

1 some time past. This is particularly 
true of a number of the so-called “inde- 
pendent” oils. Organized and floated by 
ndividuals with uncertain financial an- 
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of day in the oil boom period of 1917 to 
1920. They were capitalized on an ex- 
pectation basis and their stocks sold to 
the public. Not only have they failed to 
realize the expectations of their organ- 
izers, but in the undisturbed light of 
retrospect it is apparent that there was 
never any real likelihood that they would. 
Their tremendous declines, which the 
table covering the current year, shows 
only in part, have meant losses running 
into hundreds of millions to investors. 
It needed the recent great slump in the 
oil industry to expose on what insecure 
foundations many of them rested. 

For years, the Standard oil companies 
were free from tickeritis. Not being 
listed on the important exchanges they 
were not exposed to the infection. But 
in the present differences, which have 
sprung up within the Standard oil family, 
the statement is freely made that certain 
of the companies are infected to a very 
considerable extent. 


A Second Generation Reigns 


Since John D. and William Rockefeller, 
Samuel Adams, H. M. Flagler and S. V. 
Harkness established the original Stand- 


missal then and there. 

Even after the separation of the 
Standard Oil Co. into its component units 
in 1911, the harmony of the Standard Oil 
corporate family was unruffled. It should 
be remembered that for some years after 
the dissolution such great constructive 
giants as the Rockefellers, Archibold 
Rogers and Bedford were the guiding 
geniuses of the oil industry. Their 
leadership was unquestioned. At the 
present time, there are only three of the 
“old guard” living, two of whom, A. C. 
Bedford, chairman of the board of the 
Standard of New Jersey and J. C. Don- 
nell, chairman of the board of the Ohio 
Oil Co., are still in harness. The senior 
Rockefeller, now 84 years of age, has 
long since given up all active interest in 
the great business which he founded. Mr. 
Bedford is nearly 60, and Mr. Donnell is 
far from being a young man. 

In short, the destinies of the Standard 
Oil companies are now largely in the 
hands of the second generation. Owing 
to the great development of the oil in- 
dustry, increase in capitalizations and dis- 
memberment of estates, the control of the 
various Standard companies is widely 
scattered and in some cases has passed en- 
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tirely out of the original © 
hands. Today the com- 
panies are truly competi- 
tive, especially in foreign 
fields, Nor is there a 
Judge Gary as in the 





Comparative Decline 
In inarket price of 12 leading mdependent O11 
stocks in 1923, as compared with decline in 
market price of 5 O California & 5.0 New Jersey 


York insist that there is 
no “26 Broadway crowd” 
in a market sense. That 
Percy Rockefeller, son 
of William Rockefeller 
and nephew of John }). 
Rockefeller, is a heavy 








steel industry, nor a 
John D. Ryan as in the 
copper industry, to act as a bene- 
ficient arbiter. Not that there are 
not many with sufficient qualifications 
but the very nature of the oil busi- 
ness forbids. It is too big, too 
widely scattered, in too many dif- 
ferent hands and far too changeful 
to ever again be controlled by one 
man or even a small group of men. 
Even if the great John D., were he 
reincarnated and in his prime, he 
would find it impossible to control 
and co-ordinate the progeny of the 
original Standard Oil Co. 


Ns 


2 


SS 


Middle West Versus the East 


The charges that the stock ticker 
has replaced refinery runs and cost 
sheets in connection with certain 
Standard Oil companies, emanate 
largely from the so-called mid-conti- 
nent Standard Oil group. The eastern 
group replies—strictly among select cir- 
cles, for no Standard Oil man would 
ever dream of publicly discussing family 
troubles—that the accusaticn is one born 
from the bitterness of despair. The 
situation of the mid-continent producer 
and refiner has been explained many 
times recently in these pages and it is by 
no means a happy one. If the big mid- 
continent companies were to cease buying 
oil, which now fetches a price scarcely 
covering cost of pumping in some cases, 
the mid-continent oil industry would be 
dealt a staggering blow. But the eastern 
companies naturally prefer to purchase 
California crude to the exclusion of mid- 
continent crude as far as possible, for it 
is more economical to do so*. This the 
mid-continent contingent regards as some- 
thing akin to treachery to the name of 
Standard Oil and the oil industry and add, 
for good measure, the charge of market- 
rigging. 

What will happen, they ask, if the 
eastern refiners continue to further prefer 
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California crude which now can be laid 
down at the Atlantic seaboard at consider- 
ably less than can mid-continent crude? 
It will mean that the mid-continent oil 
industry will suffer great financial loss 
with disruption of organizations, etc., 
until such time as the output of California 
declines. The mid-continent people say 
that the decline in California output will 
be as rapid as its rise. Therefore it is 
uneconomic to switch from mid-continent 
crude to California crude for the tempo- 
rary advantage which that action means 
The eastern refiners, however, are by no 
means certain that the decline in Cali- 
fornia output will be precipitate. This 
question is the crux of the disaffection in 
the Standard family, and to deny that, 
it exists is pure buncombe. 


The “26 Broadway Crowd” 


The press is fond of referring to the 
market operations of the “Standard Oil 
group” and the “26 Broadway crowd.” 
Officials of the Standard Oil Co. of New 
Jersey and the Standard Oil Co. of New 
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operator and at times a 
market leader is no secret. But the 
Standard Oil interests point out that 
Percy Rockefeller holds no official 
position in any of the Standard (ij! 
companies and has no participati 
in their managements. He has 1 
even office room in the Standard | 
building. Wall Street, however, 
hard to convince. It well rememl: 
the reign of William Rockefell 
perhaps the heaviest market operator 
his day and age, and how, when he d 
about two years ago, he owed his brok 
approximately $7,000,000. 

“Can it be,” asks Wall Street the 
credulous, “that the present generation 
Standard Oil officials are immune to + 
siren-song of the ticker? Especially 
view of the brilliant speculative succes 
of the late William Rockefeller, one 
the founders of Standard Oil greatne 
Such may be the case, but if so, it is 1 
first of its kind on record.” In sh 
Wall Street, says as did the polite Fren 
man, “I believe you, but there are th 
sands who wouldn't.” 

Interrogated along these lines, A. 
Bedford, chairman of the board of 
Standard of New Jersey, stated uneq 
vocally that to his knowledge there v 
no officer or director of his company i 
terested in Standard of New Jersey sto 
otherwise than on an investment bas 
Whatever market manouevres were ex 
cuted in the stock, he said, were with 
the knowledge or co-operation of 
officers or directors. And there you ar 


Departing From First Principles 


That the present day Standard Oil cor 
panies have parted, in many respects fr: 
the first principles of Mr. Rockefeller 
enumerated earlier in this article, M 

(Please turn to page 1146) 


* Since the foregoing was written drast 
cuts in the price of mid-continent crude h 
considerably reduced the differentials beti 
the two oils laid down in the eastern seaboa 











Extent of Decline in 1923 of Principal Oil Stocks 
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Atlantic Refining 
Barnsdall “B” 

Cal. Petroleum . 
Cal. Petroleum pfd. 
Cosden Co. 
Houston Oil 
Indiahoma Ref. 
Invincible Oil 
Maracaibo Oil Ex. 
Marland Oil 
Mexican Seaboard 
Middle States Oil 
Pacific Oil 
Pan.-Am. Pet. 
Pan.-Am. Pet. 
Phillips Pet. 
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Letters from a Hard-Boiled Financier 
to His Nephew 


By BARNARD POWERS 








In which Uncle Henry tells 
basic principles of how he 
made his “pile.” 


The Royal Poinciania, 
Palm Beach, Florida, 
March 14, 1923. 
r Tyler: 
s you see by the letterhead 
have moved north a bit. Mi- 
may be best described as a 
block of real estate entirely 
yunded by liquor. The real 
titers are busy from sunup to 


HENRY’S” LETTERS? 


Don’t miss them. “Hard-boiled Hobbs” 
knows the ropes, and leaves nothing to the 
imagination in describing them. His letters 
to his nephew are gems of disillusioned com- 
mon sense. 


ARE YOU READING “UNCLE 


the top of a market than 10 points 
above the bottom. If that’s a tip 
you are welcome to it. 
Your affectionate uncle, 
HENRY. 


P. S. In reading over my let- 
ter I note that in one place I say 
that I put a crimp into Van In- 
graham, and in another place that 
I made money by developing my 
own companies. I didn’t mean to 
convey the idea that I never took 
advantage of an opportunity out- 
side of my own lines. That would 





et, while the bootleggers 
ce night hideous as well as 
day. Besides, your aunt Minna saw 
own Chatter that Mrs. Ralston Van 
aham had arrived at the Poinciania, 
having served with her once on a 
er booth at some charity bazaar at 
Ritz, she thinks its a good chance to 
t our social stock. 
don’t think I'll say anything to her 
it the time I boosted Van Ingraham 
the tune of the pre-war price of a 
le on the Rhine, having caught the old 
<er short a big line of his own stocks. 
ckon he and I will be about as chum- 
as Clemenceau and ex-kaiser Wilhelm. 
ou say that your firm is very bullish, 
ask whether I think the market is 
g higher or not. Frankly, I don’t 
w. Notwithstanding the opinion which 
ms to prevail below Fulton Street to 
effect that I made a fortune by gam- 
ng all around the floor of the Ex- 
we and sticking my finger into every- 
s mud-p:e, the contrary is the fact. 
1ade my pile—and I guess I’ve got 
it as much as any man has a right to 
—by picking railroads and industrials 
t of the junk-heaps and putting them 
a dividend basis. And if you think 
iat’s a simple matter, go ahead and try 
Maybe it sounds boastful—I’m get- 
too old to be modest—but I'll bet 
re are 50,000 men earning good wages 
jobs today that wouldn’t exist if it 
n’t been for H. B. Hobbs. Naturally 
~pt most of the common stock in the 
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companies I organized, and if it got 
higher than I thought it was worth I sold 
it. Naturally the other fellow who was 
laying to sell out on me, got sore, but 
the real investors who bought my stuff 
to keep, never had any kick. And, nat- 
urally, when any pink-nosed, rip-taring, 
long-haired, short-horns of the Joe Isaacs 
and Barney Ahearn breed, like I told you 
in my last letter, came charging into my 
pasture and rooting up the turf, I pitch- 
forked them out. Sometimes they had 
me going over the top of the fence, but 
all-in-all I managed to hold my own 
pretty well. 

Early in my Wall Street days I made 
up my mind that you can’t get anywhere 
trying to play the other fellow’s game. 
It’s like sitting in at poker with a mirror 
right behind you. Your opponent knows 
exactly what you hold while all you can 
see are the backs of his cards. Even at 
that, every once and a while a chap comes 
along who seems to be able.to beat the 
game from the outside. But those kind 
are rare as great auk’s eggs. For every 
Jesse Livermore there are a hundred 
thousand Jesse nobodies. If you are un- 
der the delusion that you are hundred 
thousand to one shot, why, fly to it. 

Getting back to the market, as I said, 
I don’t know whether it’s going higher 
or not. I do know, however, that Gen- 
eral Steel is selling high enough for its 
earnings and prospects, and I don’t mind 
saying I sold my last thousand shares yes- 
terday. Perhaps the directors would ask 
me to resign as chairman of the board if 
they didn’t know I'll buy back control 
within two or three years’ time, anywhere 
from 50 to 100 points under 
prices. Never forget that what goes up 
has to come down, and that patience is 
one of the greatest of financial virtues— 
as well as the rarest. 

I don’t know what the rest of the mar- 
ket is going to do, but I do know that 
stocks have been going up for twenty 
months, and you'll have to hunt a lot to 
find any bull markets in the history of 
the Street which ran much over two 
years. I'd rather sell out ten points below 


present * 


be very narrow-minded. When 
the Lord blows the branches so that a 
ripe, juicy apple comes within reach I am 
too human not to make an attempt to get 
it. But you must learn to know an apple 
from a quince. 

H. B. H. 
6. In which Uncle Henry pronounces the 
negative absolute. 


The Royal Poinciania, 
Palm Beach, Florida, 
March, 16, 1923. 

Dear nephew: 


Your letter asking me to consent to 
your putting $25,000 into Joe Huntley's 
Amalgamated Petroleum pool is answered 
by one word, No! And that answer is 
as unequivocable as a margin-call. When 
you are thirty-five years of age you will 
have a bunch of money which your fa- 
ther spent thirty-eight years in getting 
together, and then, if you wish, you can 
establish the Tyler Hobbs Foundation for 
Needy Wall Street Millionaires, but as 
long as I am the main trustee your money 
is going to stay pretty close to intact. 

Your close-fisted uncle 
Henry. 


Make it a point to read Uncle Henry's 
letters regularly. They are amusing, but 
more than that, carry a message worth 
remembering. 





Should Americans 
Buy Europe’s 
Bonds P 


In Which One of America’s Senators Gives His Im- 
pressions Resulting From a Recent Trip Abroad 


An interview with U. S. Senator KENNETH D. McKELLAR 








“So long as the outside world is in a feverish condition and our 
government is not wise enough to shape our economic policies to 
the needs of the time, I would advise every American who has a 
surplus dollar to keep it at home and stay with it himself until 
there is a general conversion abroad and a change of policy at 


home.” 








HEN I went to Europe last Sum- 

mer, I rather supposed that I was 

going to visit a land of material 
wretchedness, where the people were gaunt 
with hunger and clothed in rags. Indeed, 
I rather expected that they would soon 
be the object of another colossal relief 
undertaking by the United States. 

I went first to Germany. Underneath 
a great deal of industrial activity I found 
Germany in a most deplorable and un- 
settled economic condition. There is no 
use of rehearsing the well-known facts 
of the terrific inflation of the circulation 
of paper marks, the wild dance of prices, 
the ruin of the old middle and creditor 
classes, the destruction of fixed incomes, 
and the general confusion and uncertainty 
in the business world, shattered by a gen- 
eral feeling that the country is plunging 
headlong into an abyss. The situation in 
Germany was bad enough if the French 
had not occupied the Ruhr, but that made 
it infinitely worse, because it was like 
putting a ligature around the carotid ar- 
tery of natural economic life. The occu- 
pation inflamed all the old hatreds and 
stirred up all the old nationalistic ardor 
of the Germans. 


The French Policy 


France is unquestionably pursuing a 
policy of territorial aggrandizement that 
closes all the channels of economic resto- 
ration in Germany. Of course, if the 
Germans had not been very foolish they 
would either have fought the French 
when the latter entered the Ruhr or else 
would have offered no resistance at all. 
Passive resistance was certain to be a 
failure, and has failed in fact, and Ger- 
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many is far worse off than if she had 
paid as the French demanded. 

On the other hand, France has obtained 
nothing from the occupation and has been 
put to an enormous expense. Nobody can 
say what may come out of the situation 
in Germany at any moment. There may 
be revolution on revolution, with com- 
munism overthrowing the Republic, or 
monarchy overthrowing the Republic; or 
there may be dictatorial revolution, which 
will consolidate and enthuse the country 
and plunge it into a ferocious war. 

The situation in Germany is one of the 
utmost instability. Anything or nothing 
may happen. Their crops are fine, many 
of their factories are going, and the peo- 
ple want to work, but they have bad gov- 
ernmental advisers. They ought to get 
their reparation matter settled and be 
willing to pay every dollar that it is pos- 
sible for them to pay. But there is no 
economic collapse in Germany, and no in- 
dividual misery that is not of their own 
making and curing. No situation that 
calls for our intervention in any way. 

I had heard so much of poor bleeding 
devastated France that naturally I ex- 
pected to find much soul-wrecking misery 
there. After some weeks in France I was 
unable to find the poverty or misery. I 


SENATOR McKELLAR 


Just after a conference with President 
Coolidge at the White House 


saw personally only four people out 
work, and they were helpless paralytic 
on the inside of a church. I do not kn 
that it would be exactly accurate to s2) 
that these four were out of employm: 
for, evidently, they were doing the on! 
thing that their physical infirmities per 
mitted them to do. 

There were no beggars to be found i 
France. Everywhere I went the peop! 
were at work, making money and spe! 
ing money. Their crops are abundant, 
their factories are all busy, their farms 
well kept, their houses in good shay 
their schools unexcelled. Wages are hig! 
for France, and prices relatively low, n 
withstanding the depression of the fra 
The cost of living is not one-half of what 
it is in this country. Just to illustrat 
I have on a suit of clothes, the exact 
counterpart of which cost me last yea 
$125. I had this one made by a Scotch 
tailor in Paris for $35. This broad 
brimmed slouch hat which I wear I paid 
$3 for. One like it bought in this cow 
try cost $7. 


An Optical Illusion 


Nor did I see any poverty or sufferin: 
in the devastated regions along the battle- 
front of 1914-1918. After I came bac! 
from that trip I met a wealthy American 
lady, a resident in Paris, who said to m« 

“Oh, Mr. McKellar, can’t we do some- 
thing for these poor suffering Fren 
people?” 

“Where are they?” I asked. 

“Why, they are ail around us, ever 
where,” she replied. 

“I would be very glad, indeed,” w 
my answer, “to see some of them, as 
have had no one beg of me since I hav 
been in France.” 

My good friend then admitted that s! 








“In fact, if there is one sure thing in human knowledge today, 
it 1s that the people of France are the most prosperous in the 
world today. I am not talking about governmental finances nor 


the national budget. 


I am just talking about the condition of 
the everyday citizen of France.” 
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had not actually seen any want in France, 
nor could she say where there were any 
people suffering from the terrible indus- 
trial depression which she supposed was 
all around her. In fact, the more she 
thought of it, the more she felt that she 
had seen nothing but evidences of intense 
prosperity while she was in France, but she 
inally backed up her position by saying: 
)£ course, there must be great suf- 
ring and misery in the devastated re- 
s,”’ which, as I recall, she had not 
ed. 

Madam,” I answered: “If I could be 
ired that the farmers and villages of 
state had one-third as good houses, 
third as good schools, one-third as 
d roads, one-third as good farms, or 
third as good crops, or even one-third 
xood a general average of human well- 
g as the French in the so called dev- 
ted regions, I would be willing to give 

of my fingers for the guarantee.” 
hat is so called “poor down-and-out 
rance.” I have no intention of belittling 
agonies the French people went 
rough the great war. They suffered 
rmously, but no greater error can be 
de than to imagine that they are to- 

in great economic distress. 


French Individuals Prosperous 
[n fact, if there is one sure thing in 
nan knowledge today, it is that the 
ple of France are the most prosperous 
the world today. I am not talking 
about governmental finances nor the na- 
ional budget. I am just talking about 
condition of the every-day citizen of 
ince. If the budget is unbalanced, it 
simply because the government does 
t, and dares not, tax the prosperity that 
unds everywhere, to pay the public 
ls. It prefers to leave the profiteers in 
ssession of their profits, and the gen- 
ral run of people in possession of their 
humble incomes and in the full enjoyment 
their great prosperity rather than 
apply the steel of budget balanc- 
ing and the heavy 


paying their full reparation bills to France. 

I am inclined to the view that the idea 
has got abroad in France that, on the 
whole, a great favor was conferred upon 
us when we were allowed to send our sol- 
diers over there and pay out our good 
money to defend them. I read an item 
in a Paris paper one morning, not long 
ago, that illustrates this view. It said 
that a party of Americans who were stop- 
ping at the Grand Hotel in Paris were 
going on the following day to visit the 
famous battlefield of Chateau-Thierry, 
there occurred this significant 


and then 
statement: “It will be remembered that 








“The situation in Germany 
was bad enough if the French 
had not occupied the Ruhr, but 
that made it infinitely worse, 
because it was like putting a 
ligature around the carotid ar- 
tery of natural economic life.” 








the Americans helped the French to win 
this battle.” They give us no credit for 
our defense of them, and their govern- 
ment seems to be diligently seeking for 
an excuse to repudiate its indebtedness. 


In Russia 


There will be no want in Russia this 
year. They have excellent crops. It is 
estimated Russia will export one hundred 
and twenty-five million bushels of wheat 
this year. The communists are undoubt- 
edly pigeon-holing for the present a great 
many of their Utopian ideas and getting 
down to work for the human necessities 
of food and clothing. 

Austria is exceedingly prosperous. 
Never anywhere else have I seen such an 
outward show of luxury and prosperity 
as I saw in Vienna. 

In Italy we find another unstable re- 


gion. It is inconceivable that the Italian 
people, who have been struggling for a 
representative government for hundreds 
of years, will long tolerate such a political 
charlatan and tyrannical dictator as Mus- 
solini. So I look for more disturbances 
and upsets there. 

I cannot speak of Great Britain from 
personal observation, but there is no doubt 
that her economic condition is not good. 
I was told there were over one million 
men out of work. Taxation is extra- 
ordinarily heavy, and there is more un- 
rest among the common people than any 
time since the adoption of the Reform 
laws a hundred years ago. The British 
people are, however, a conservative peo- 
ple, and no doubt they will soon recover. 


We Should Depend on Ourselves 


Under such conditions it seems to me 
that we Americans must rely upon our- 
selves and turn our thoughts inward. We 
had an opportunity to go into the League 
of Nations and thereby aid im preventing 
the unhappy conditions that now exist in 
Europe—the great armies that are being 
organized, and the national hatreds that 
are being indulged in—but we declined to 
take that step then. Now apparently there 
is nothing that we can or should do in 
our familiar réle of international philan- 
thropists. 

Even Herbert Hoover, with his penchant 
for spending American money to help some- 
body a long way off, cannot find a place 
in Europe today where he would advo- 
cate doing it. At that, I will say that the 
American Relief Association did a great 
work in Russia, where the Soviets were 
never so happy as when the American re- 
lief commissioners got out of the country. 

Of course, I know that the distress of 
a portion of our agricultural population 
today is due to the fact that our foreign 
markets are not good. But these we have 
deliberately closed to our farmers by rais- 
dbsurd tariff wall around 

These tariff laws grip and 
strangle  interna- 
tional trade just at 


ing an 
our nation. 





taxation it means. 

France is not 

ly intensely 
prosperous today, 
but she is the ex- 
alted boss of Eu- 
rope. Under these 

cumstances, I 
hope no one will 
‘xpress the thought 
that we ought to 
let the French off 
for their war debt 

us. They should 
be paying right 
now, and if our 
Allied Debt Com- 
mission had any 
nerve they would 
be paying it. The 
fact is that France 
does not expect to 
pay this debt and 
does not intend to 
pay it. She has far 
less intention of 
paying that debt 
to us than the 


for economic recovery. 


In the midst of the many puzzling economic problems which 
the world faces today, largely resulting from the political differ- 
ences and ambitions of rival nations, the conclusion is inevitably 
forced on the impartial observer that the primary need of the 
world is moral and spiritual regeneration as the essential basis 





Germans have of 


Until the nations of the world are will- 
ing to liquidate their hates, they can make slight progress toward 
liquidating their debts. Until the dominating forces of greed and 
selfishness are mitigated by a higher regard for the rights of others, 
until a larger degree of international good-will supplants racial 
animosities, until a higher regard for moral obligations and human 
welfare characterize the practices of men, the many economic 
problems incident to the operation of these evil forces will await 
solution. While the purposes which dominate the councils of the 
nations are political, rather than economic, are selfish rather than 
fraternal, are following the forces of expediency and opportunism 
rather than the ends of justice and righteousness, there can be 
little hope for improvement in the existing order.—Resolved at the 
Convention of the American Bankers’ Association, Sept., 1923. 


a time when a full 
revival of that 
trade is what the 
world most needs 
to get back to a 
general condition 
of normality and 
stability. 

So long as the 
outside world is 
in a feverish con- 
dition and our 
government is not 
wise enough to 
shape our eco- 
nomic policies to 
the needs of the 
time, I would ad- 
vise every Amer- 
ican who has a 
surplus dollar to 
keep it at home 
and stay with it 
until there is a 
general conver- 
sion abroad and a 
change of policy 
at home. 
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How Will Railroad 
Consolidations Affect You-— 
As Shipper or As Security Holder? 


Advantages and Disadvantages of Proposed Consolidation 


- 


By JOSEPH M. GOLDSMITH 





Ov of the + bie problems confronting American industry to-day 
i 


s the future of the railroads. 


A great many plans have 


been proposed, running all the way from Government ownership 
and control to a reversion back to the halcyon days when there 


was no control of any sort over the carriers. 


Among the most 


important of these, is the tentative plan of the Interstate Com- 
merce Commission, under instructions incorporated in the Trans- 
portation Act of 1920, to separate existing rail systems into nine- 
teen groups. In seeking for an answer as to whether the proposed 
consolidation would be practicable and practical, the author has 
consulted the heads of a great many railroad systems and the 
accompanying article fairly represents what might be called repre- 
sentative and official railroad thought on the subject. 











which exist today are’the product 
of numerous 
few instances has the greater part of the 
mileage now controlled been built by a 


Movi of the large railroad systems 


consolidations. In 


single company. Frequently we find that 
a hundred or more independently con- 
structed lines have been grouped together 
by a gradual process of piecemeal absorp- 
tion to form what now constitutes a com- 
prehensive system. The eastern roads 
particularly have been developed in this 
manner. The complexity of their mort- 
gage indebtedness, which still obtains, 
shows how many component parts were 
welded together in creating what now is 
operated under one management. 

In 1890, the Sherman Anti-Trust Act 
was passed to combat the integration 
which was beginning to take place in 
most industries. It was subsequently con- 
strued to apply to railroads. Under its 
provisions, the courts forbade railroad 
corporations to merge or pass under com- 
mon ownership, whenever their proper- 
ties were even potentially competitive. 
The number of consolidations which took 
place in the transportation field was 
thereby reduced. It effectively halted 
many mergers or other methods of secur- 
ing harmony which otherwise might have 
been consummated. 

One of the most striking features of 
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the Transportation Act of 1920, our latest 
piece of railroad legislation, is the section 
providing for the consolidation of all the 
roads into a limited number «* systems. 
It specifies that the Interstate Commerce 
Commission in working out this plan of 
grouping, shall be guided by the prin- 
ciples that “competition shall be pre- 
served as fully as possible and wherever 
practicable the existing routes and chan- 
nels of trade shall be maintained.” In 
accordance with their instructions the 
Commission has made public a tentative 
plan calling for the consolidation of all 
the important roads into nineteen systems. 

What led our legislators to adopt a 
policy which represents such a vital de- 
parture from the principles of the Sher- 
man Act? For thirty years, the law of 
the land vigorously prohibited any form 
of cooperation between competing roads. 
This interdiction has not only been re- 
moved but a directly opposite course 
urged by Federal enactment. What 
caused this sudden realization that arbi- 
trary restraint upon consolidation was no 
longer desirable? 


Unequal Strength of Present Systems 


Under a uniform rate structure such 
as the Interstate Commerce Commission 
establishes, certain roads have been found 
able to earn abundant net income while 


others operating in substantially the san 
territory, have experienced difficulty in 
making both ends meet. This wide « 
versity in financial returns which rail- 
roads, often running parallel, have becn 
able to secure, has been characteristic « 
our railroad history. It is either due 
marked difference in physical constru 
tion and the volume and character of t! 
traffic obtainable in the localities served, 
or else attributable to the absence or 
presence of “water” in the capitalizatio 
Many of the properties which are entirely 
sound from an operating standpoint a: 
chronically in financial dfficulties due t 
the excessive funded debt which they hav: 
to sustain. 

It is obviously impracticable for com- 
peting roads to charge different rates de- 
pending upon their relative costs of opera 
tion or the comparative burden of thei: 
fixed charges. As stated by Senato: 
Cummins on December 2, 1919, in Co 
gress, “It has been utterly impossible for 
any body of men to make a system « 
rates that will sustain the weaker road 
of the country without giving to th 
stronger railroads an income excessi\ 
and intolerable in its extent; and the: 
lies the fundamental obstacle in our sys 
tem of rate making.” 

In its essence, the plan of consolidatior 
which has been announced, is an attempt 
to bolster up the credit of the weak« 
roads. The Act states that: 

“The several systems shall be so ar 
ranged that the cost of transportation < 
between competitive systems and as re 
lated to the values of their properti 
through which the service is rendered 
shall be the same, so far as practicabl 
so that these systems can employ uniforn 
rates in the movement of competitiv 
traffic and under efficient managemen' 
earn substantially the same rate of re 
turn upon the value of their respectiv 
railway properties.” 

It is chiefly with this end in view tha' 
the tentative grouping has been mad 
Wherever it is feasible without destroy- 
ing all competition, or dislocating traffi 
routes, it provides for the union of stron; 
roads with those which under existing 
conditions are financially unsuccessful! 
In so far as this principle has been fol- 
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1 it involves drawing upon the earn- 
of the prosperous companies to re- 
sh the depleted treasuries of the 
er ones. 


pk 
we 
Practical Difficulties 


its present form the law is purely 
tary. The Com- 


terms which ordinary business prudence 
would not justify. It is unlikely that 
many of them would assume this distaste- 
ful responsibility. 

Having discussed the interest which the 
owners and bondholders of the various 
railroads have in the matter, let us see 


the saving, if any, would be insignificant. 
The level of wages, or the price of fuel 
and material and supplies, which together 
represent the bulk of railroad expendi- 
ture, would be unaffected. Overhead ex- 
penses might be reduced, but since the 
salaries of general officers, clerks and at- 

tendants consume only 





on has the power 
ggest consolidations 
refuse to allow 
which are incon- 
t with its plan, but 
t compel roads to 
The _ improba- 
of any substantial 
being made 
from the disin- 
tion of those now 
to earn satisfactory 
ns to attempt to 
xt others that do 
iappen to be in such 
nate circumstances. 
proposal is meeting 
the same sort of 
sition that would be 
intered by any socialistic program 
vide private capital equally amongst 
nembers of the community. 
e whole matter still in an em- 
ic stage. The details have not been 
ked out. The securities of the various 
rties going into a merger would 
to be exchanged for those of the 
corporation created to absorb them. 
rranging the terms upon which such 
xchange could be effected the physi- 
valuation of the respective properties 
| not be taken as a basis. Earning 
r and possibilities of profitable 
> interchange are far more important. 
.w many security holders of weak 
; would be willing to sell out on the 
of their company’s negligible earn- 
power? Yet from a practical stand- 
this is the sole criterion by which 
idge a railroad’s value as an operat- 
unit. Directors of the prosperous 
would be sacrificing the interests 
their own stockholders were they to 
to merge with another road on 
1920 


to 
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Ss 


is 


W 
pr 
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ne 
In 
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di 
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what benefit, if any, the public can expect 
to derive. Would it result in lower rates 
or improved service? Regardless of the 
relative rights of security holders, the 
fact that transportation is a semi-public 
function and therefore unlike purely 
private enterprise, entitles the community 
to have its interest consulted in any so- 
lution that is decided upon. 

By many it has been considered axio- 
matic that the larger a railroad system 
the greater the operating efficiency that 
can be attained. If this be true the simple 
expedient of merging a number of now 
independent roads into a single corporate 
entity would reduce the cost of transpor- 
tation. The assumption, however, is 
without basis, for size has never been the 
determining factor in efficiency, economy 
or earning power. No correlation be- 
tween the mileage that a road controls 
and its lucrativeness has ever been demon- 
strated. 

An analysis of the various items which 
enter into operating costs will show that 

1922 


two cents out of every 
dollar of gross revenue, 
the saving would be 
purely nominal. 

Wherein then would a 
wholesale scheme of con- 
solidation lead to cheaper 
transportation, for with- 
out a reduction in costs, 
lower rates are impos- 
sible? There unquestion- 
ably are cases where the 
union of certain inde- 
perdent roads would re- 
sult in economy by fa- 
cilitating the .movement 
of traffic. Professor 
Ripley in his report to 
the Interstate Commerce 
Commission, states that the statute in 
specifying “existing routes and channels 
of trade and commerce shall be main- 
tained,” implies not the preservation of 
merely artificial currents and conditions, 
but contains an invitation to make the 
“layout of our railroad net conform to 
the commercial requirements of the coun- 
try.” 

Insofar the consolidation of rail- 
roads permits more direct routing of 
traffic, or makes it possible to avoid con- 
gested traffic centers, it would be mutually 
advantageous to the companies concerned 
and similarly commendable from the pub- 
lic standpoint Where this situation 
exists the roads, if left to their own ini- 
tiative, are likely to reach an agreement. 
The Nickel Plate consolidation is a recent 
example of a union of this type resulting 
from economic motives.. Mergers falling 
into this category are decidedly beneficial 
to the territory served. 

We now come to consider whether 

(Please turn to page 1134) 
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Heavy Railroad Traffic Continues 


August Earnings Large—Grain Shipments Improve 


of August compared very favorably, 

with exception of the Northwestern 
carriers, with the corresponding month of 
last year. Both gross and net showed 
large sized gains. It is interesting to note 
some of the outstanding instances of large 
gains over a year ago. 


R cr ancuse earnings for the month 


Month of August 
1923 1922 
(000 omitted) 

$9,473 $5,982 
2,113 804 

36,873 29,813 
7,137 1,958 

12,754 9,482 
2,224 1,154 


Chesapeake & Ohio Gross 
Net 
Gross 
Net 
Gross 
Net 
Louisville & Nash- 


N. Y. Central 


Southern 


11,974 8,973 
1,888 531 

St. Louis-San Fran- 
8,029 6,619 
1,700 908 
6,108 4,703 
1,034 6l 


Wabash 


In addition to the above, the earnings 
of all the coal roads furnish a striking 
contrast with a year ago, but the un- 
usually poor showing in August, 1922, 
was due to the coal strike. 

The Northwestern carriers, on the other 
hand, reported negligible increases in 
gross over the previous year, and large 








CLASS 1 ROADS 


(000 omitted) 

*Month’s Nor- 
mal Earnings 
to Givea 
5.75% Return 


Net 
Oper. 
Income 


July, 1922..... 69,239 


uly 


eee ° 99,700 
August ....... 114,400 




















sized declines in net. The seasonal in- 
crease in grain loadings is making itself 
felt, however, and earnings of these roads 
should show material improvement for 
the balance of the year. 


Car Loadings 


While car loadings for the first two 
weeks of September continued heavy, the 
usual seasonal increase failed to material- 
ize. On the basis of loadings for this 
period, the total for the month would be 
no heavier than for the previous month, 
which is normally a month of lighter rail- 


1086 
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road traffic. In other words, those ex- 
pecting the largest net returns of the year 
in the September reports are likely to be 


disappointed unless there is a sharp in- 
crease in car loadings reported for the 
last two weeks of the month. 








Jan feb Mar A 
MILL 


4.0 


>.5 


2.5 





June Ju 


Oct Nov Dec 





—}-CAR “LOADING 3- 














for seasonal variations of traffic. 
Net 


Road— 
Atchison 
Atlantic Coast Line 
Baltimore & Ohio 
Canadian Pacific 
Central uf N. J 
Chesapeake & 
Chicago & Alton 
Chicago & E. Ill 
Chicago, Mil. & St. Paul 
Chicago North Western 
Chicago, R. I. & Pacific 
Colorado & 
Delaware & Hudson 
Delaware, Lackawanna & W 
Erie 
Great Northern 
Gulf, Mobile & Northern 
Illinois Central 
Kansas City Southern 
Lehigh Valley 
Louisville & Nashville 
Minn., St. P. & St. Ste. Marie... 
Missouri, Kansas & Texas 
Missouri Pacific 
New York Central 
N. Y., Chicago & St. Louis 
N. Y., N. H. & Hartford 
Norfolk & Western 
Northern Pacific 
Pennsylvania 
*Pere Marquette 
Reading 
St. Louis-San Francisco 
St. Louis Southwestern 
Seaboard Air Line 
Southern Pacific. . 
Southern Railway. 
Texas & Pacific 
Union Pacific. 


*Western Pacific. . 
Western Maryland 


1$50 par value. 


preferred B is converted equally into 
earnings of Philadelphia & Readin 
basis of the increased capital stoc 
2nd preferred. 








Operating 
eficit 


8 Without oil income and after capital adjustments. 
referred A and common stocks. 
y., all of whose stock is owned by Readin 

outstanding. 


ESTIMATED ANNUAL EARNINGS OF RAILROADS BASED 
ON FIRST EIGHT MONTHS OF 1923 


The following table is compiled on the actual average of the first eight months’ net 
income to the total traffic year for the past ten years for each individual railroad, allowing 


g $ 
Per Share Per Share 


%e 
Charges on 
Earned Preferred 


ee 


poms foramen: am: : 
$3 S3&8: $38: : 





? After 5% on the common stock, all classes of stock share equally. 


* Assuming that all of the outstanding 
* This includes total 

€- * On the 
TOn the 6% preferred. On the 4% 


* On the basis of first seven months’ operations. 
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“Yes—But What Can You Buy With 
Three Hundred Dollars?” 


An Acquaintance Puts This Question to a Staff- 
Member Who Thereupon Conducts an Investiga- 
tion Leading to Some Rather Interesting Results 


By RALPH RUSHMORE 





Many persons believe that a “Baby Bond Market” is more 
a figment of the imagination than a fact. 

Many believe that there are handicaps involved in pur- 
hasing Baby Bonds which make dealing in them something 


less than worth while. 


To such, this article should be a revelation. It discloses a 
salient fact concerning the Baby Bond Market which deserves 
io be known throughout the investment world, viz., that deal- 
ngs in Baby Bonds may be well worth while if the intend- 
ing buyer finds out where to go. 








ES—very true—what you say is 
entirely understandable. I re- 
alize that the listed bond mar- 
offers opportunities for investment 
considerably better than savings 

k rates without undue risk, and if 

had four or five thousand dollars free 

pital I would take advantage of it. 
Jut I haven’t any such sum—I haven't 
one-tenth of it, just now. And 

t in the way of reasonably safe, 

igh-income bonds can a man find to 
for three hundred dollars?” 

Well, there’s the baby bond mar- 
I replied. I was determined to 
this fellow over.- He was an aver- 

ge American. He enjoyed a good 
arning power. His home expenses 

e amply covered. His insurance 

ls were well taken care of. He had 

ullt up a good savings bank account, 
proceeds of which were intended to 
er amortization charges on his 
1e. Each month saw him with a 
v dollars surplus, over and above his 
immediate needs, and I had urged him 
) utilize this surplus to the best pos- 
le advantage—made my advice specific 
w referring to the New York bond 
iarket. 

Oh, I’ve tried out your baby bond 

iarket,” he answered. “It appealed to 
at the time I first heard of it, and 
nade several attempts to make use 
{ it. What was the result? 

First, I found that the houses I tried 

buy through didn’t seem to enjoy 
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acting for me in the matter. They 
made it very plain—although they were 
all courteous enough about it—that, 
from the standpoint of brokerage, baby 
bond business wasn’t worth their while. 
Other times, I would find that, in order 
to purchase the bond I wanted, it would 
be necessary for me to pay as much as 
two points away from the market for 
it. Still other times, I found that a 
commission charge would be involved 
which, added to the price-handicap, 
pushed my gross cost up to from four 
to as much as six points away from the 
thousand-dollar market. Oh, yes—I’ve 
tried your baby bond market.” 

Now, I couldn’t answer his objections 
specifically, right then and there. I had 
never made use of the baby bond mar- 
ket myself, did not happen to have ever 
investigated the field carefully, was not, 
in short, thoroughly familiar with its 
technical features. 

But I was determined to find the an- 
swers to his objections, or know the 
reason why. I was thoroughly aware 
of the fact that dozens of the country’s 
finest corporations have adopted the 
policy of issuing some of their choicest 
bonds in hundred-dollar lots, for the 
purpose of catering to the huge army 
of small investors; I was convinced that 
the greater the scale upon which small 
investors accepted the opportunities so 
proffered, the better it would be for the 
investors, the corporations and the 
community at large. Certainly, if, as 


my friend contended, there was any- 
thing really wrong with the machinery 
by which the investors and the first- 
class corporations could be brought to- 
gether, it was high time a little repair 
work was done; just as certainly, if 
there was nothing wrong with it, it was 
high time small investors knew the 
facts. I determined to make it my busi- 
ness to find those facts out. 

“I'll be back to see you in a few 
days,” I countered. “And I'll make a 
report at that time. Meanwhile, I’m 
going to do a little looking around.” 

I kept my word, and, for the benefit 
of those whom it may amuse or in- 
struct, here is a brief statement of my 
experiences : 

I went, first, to a large and well- 
known establishment—a house of the 
highest reputation, and finest standing, 
one which lived up fully to its respon- 
sible position as a member-house in the 
New York Stock Exchange, and, finally, 
one which, according to the tenor of its 
advertising, expressly catered to indi- 
viduals of comparatively small means. 

“Have you a list of hundred-dollar 
bonds?” I inquired, as a starter. 

The gentleman addressed smiled, dep- 
recatingly. 

“No—sorry,” he replied. “We don't 
encourage that type of business.” 

“Is that so?” I said, wonderingly. 
“Why not?” 

It was a pretty flat question, but the 
gentleman took it quite agreeably. 

“Don’t find that we can give custom- 
ers the sort of deal, in baby bonds, to 
which they think they are entitled. 
Often, for the man who wants to buy, 
it is necessary to charge two points 
more than the thousand-dollar market 
to execute his order; when the time 
comes for him to want to sell, he must 
often accept two points less. On top 
of that, there’s a commission of two 
dollars, like as not. Net result: The 
customer frequently has to stand for a 
handicap of from four to six points— 
and in a hundred-dollar bond, that’s a 
lot.” 

This was definite and plain enough. 
There was no use carrying my investi- 
gations any further in that quarter. 
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Here was a house which frankly stated 
that, in its experience, it was not pos- 
sible to transact baby-bond business.on 
terms agreeable to its clients, and which 
discouraged such business on _ that 
ground. 

My next stop was another, similarly 
reputable hou: >. Every one knows the 
firm—another of the finest and oldest 
in The Street. Again I put my leading 
question. 

This time, the reply was from the 
other point of view. Instead of saying 
that he discouraged baby-bond business 
on account of the difficulties in the way 
of effecting transactions at a “reason- 
able” cost, the gentleman addressed 
frankly admitted that it was discour- 
aged because of the expense incurred 
by the broker. 

“Figure it out,” he explained. “We 
get an order to buy. I have to receive 
it. Then I have to pass it on to the 
proper department. There an entry has 
to be made in the books. And so on, 
and so on, and so on. In every respect, 
the same amount of labor and time is 
involved as in the case of full lots. But 
we cannot charge a commission large 
enough to cover the resultant expenses. 
The final result is a loss to us.” 

“That puts the baby bond market in 
between two evils, so to speak,” I re- 


joined. “If a large enough commission 
were charged to make the business 
worth while from the brokerage stand- 
point, the commission would be too 
large to make the investment worth 
while from the customer’s standpoint.” 

“Exactly,” was the reply. “Of course, 
baby bonds are not the only medium 
through which small sums of money 
may be invested, however. We have a 
partial payment plan, whereby an indi- 
vidual may purchase a five-hundred dol- 
lar bond on a minimum deposit of one 
hundred dollars—” 

“Yes—I understand that,” I inter- 
rupted. “But I was interested only in 
baby bonds.” 

A little discouraged, but still uncon- 
vinced, I walked out of that office and 
down to the street. On my way, I en- 
countered an acquaintance. 

“Know anybody with a list of baby 
bonds?” I demanded; it was getting to 
be an obsession with me. 

My acquaintance scratched his head, 
thoughtfully; then: 

“Oh, I know,” he said, finally. “Try 

& Co. over at —— Rector 
Street. He'll have a list. He’s discon- 
tinuing his baby bond department.” 

I thanked him, and rushed to the of- 
fice suggested. It wasn’t a particularly 
prepossessing office; the worthy in 








HOW ABOUT SOME OF THESE? 


After a long search, described in the test, a member of The Magazine’s staff 
found that at least one estimable brokerage house is prepared to cooperate with 
people who have only small sums to invest. 


The house referred to makes a 


specialty of $100-bonds, and what follows is its current list: 
RAILROADS 


B. & O., Toledo, Cinn. 4s 
Canadian Pacific deb. 4s 

Carolina Clinchfield Gs...........0--.eee0. 
Cleveland Terminal 5s 

Great Northern 7s 

Hudson Manhattan rfd. 5s 
Missouri, Kansas & Texas prior 5s 
Missouri, Kansas & Texas prior 6s 
New York Central rfd. 5s 

New York Central conv. 6s 
Norfolk & Western consolidated 4s 
Northern Pacific 6s 

Pere Marquette 5s 

St. Louis-San Francisco prior 4s. . 
St. Louis-San Francisco prior 5s. . 
Seaboard Air Line 6s 

Southern Pacific Frisco Terminal 4 
Virginian Railway 5s 

Western Pacific 5s 


American Republic Corp. 6s 
American Smelters 5s .. 
Consolidated Textile 8s. . 
Donner Steel 7s 

General Electric 3! 

Goodyear Tire 8s 
Kelly-Springfield Tire 8s 
Kayser 7s 

A. I. Namm & Son Ist Mtg. 6s 
Otis Steel 74s 


Maturity Recent Price 
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BeeSeeerSheoneeesos 
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PUBLIC UTILITIES 


Amer. Tel. & Tel. coll. 5s 
Bell Telephone of Penn. 5s 
Consumers Power 5s 


Illinois Bell Telephone 5s 
Montana Power 5 

New York Telephone 6s 
Ohio Public Service 7s 
a Compan 

Portland Railway & 

Public Service of New 

San Antonio Public Service 6s 
Staten Island Edison 64s 
Tennessee Electric 6s 


Federal Farm Loan 44s 


a 
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charge could not claim membership in 
any exchange, and didn’t look as though 
he wanted to. 

“Got a list of baby bonds?” I in. 
quired. “I want it for THE MAGAzINeE oF 
WALL STREET.” 

“Any charge for it?” he demanded, 
suspiciously. 

“Charge?” I echoed, blankly. 

“Yes—charge!” he _ repeated. 
charge for it?” 

I was totally at loss for a moment: 
then an idea seeped through. Perhaps 
he thought I was trying to sell adver- 
tising space in our text columns! 

“Oh, no,” I assured him, “no char 
I merely wanted a list for my own 
formation.” 

“Umph,” he grunted. 
if I can find it.” 

Then ensued such a search throug! 
his desk, the cabinet file alongside of 
desk, the bookcase against the ot! 
wall, as made me feel quite at h¢ 

Minutes passed. ... Finally, 
list was found, I accepted it gratefully 
and started toward the door. 

“Hear you're discontinuing your baby 
bond department,” I commented. 

~~ 

“What’s the matter—don’t you like 
the line?” 

“Ain't enough in it for us,” was the 
frank rejoinder. And that was that! 

As I waited for the elevator in front 
of his office door, a thought occurred to 
me: How many investors, who had been 
advised to buy baby bonds, and who, 
like myself, had followed the same logi- 
cal channels of inquiry, would have « 
ried the search any further? H 
many of them would have been so dis- 
heartened by such replies as I receiy 
as to give up the idea completely? M 
of them, undoubtedly; it was h: 
enough to decide to invest money, 
alone wandering all over New York 
the attempt to find some one willing a: 
glad to act as one’s agent in the matter! 
No wonder most of the twenty million 
Liberty Bond buyers had quit buying 
bonds! 

As for myself, I was pretty well dis- 
couraged; but I wasn’t entirely through. 
I decided to try one more place. It 
was to be another Stock Exchange 
house, this time, one which faint glim- 
merings of memory told me had once 
dealt in Liberty Bonds on a large scale, 
and might still be interested in the 
small investor. 

This time, my leading question w 
differently put: 

“Don’t suppose you have a list of bab) 
bonds, have you?” I asked. I wanted 
them to know that I realized how hope- 
less was my quest. Imagine my aston- 
ishment, then, at this reply, boomed out 
in a great, hearty voice, with a decid: 
ring of enthusiasm in it: 

“We certainly have! Just finished 
compiling our current list yesterday. 
Here—” He stepped over to a tabie 
nearby and took from a large stack that 
rested upon it a sheet of paper. T! 
stack, I noticed, was the largest an 
most conspicuous thing there. 

(Please turn to page 1150) 
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BONDS 
Market Distinctly Lower 


two weeks has shown -a distinctly 
downward trend, with recessions in 
all departments. In the high-grade issues, 
omparatively low yields haye not 
led to investors as contrasted with 
money rates brought about by crop 
g and other commercial require- 
Tax-exempt Liberty 3%s have 

to meet the competition of an in- 
ng volume of municipal and State 
rnment offerings, yielding a_ better 
The general trend and rumors 
iIidier Bonus legislation being passed 
e next Congress have had an adverse 
marketwise on the other Liberty 
;, and these are now around the lows 
e year. The possibility of Japanese 
‘ing is also having a_ restraining 
on purchases by investors, due to 
tation of more favorable investment 
rtunities possible in the anticipated 


T [E bond market during the past 


ere was a general lowering of quo- 
is for railroad securities. Fears of 
se railroad legislation and demands 
wage increases by the Big Four 
herhoods caused considerable selling 
iddle-grade and speculative rails, and 
sions of one and two points were the 
Baltimore & Ohio issues moved 
ter to the trend, but this was due to 
n of the directors in resuming divi- 
s on the common stock. Even in this 
nee, gains were only of moderate 
rtions. Some of the junior specula- 
rails held fairly well, notable firm- 
being shown by the Erie and ’Frisco 
s, but, as a rule, speculative rail 
s lost from one to two points. 
e industrial list was steady and very 
affected by the slump in stocks. 
ls of sugar companies were notably 
Copper issues showed only frac- 
il changes. 
ubscribers will observe a few changes 
the Bond Buyers’ Guide. We have 
inated Northern States Power 5s and 
tituted Manhattan Railway Consoli- 
d 4s, not because we do not consider 
former a good bond, but it returns 
ly 6% at present quotations, whereas 
Manhattan Railway 4s are entited to 
illy as good rating and yield over 7%. 
improvement in the Southern Rail- 
general 4s does not now make them 
attractive from the speculative view- 
it, so we have substituted the Sea- 
rd Air Line first 4s, which can be se- 
ed on a better than 8% basis. Like- 
the Hudson & Manhattan Refund- 
5s, now only return a little over 644%, 
reas Federal Light & Traction 7s 
e speculative possibilties arising from 
conversion feature and are obtainable 
a better than 7% basis. Chile Copper 
are withdrawn, as they return only a 
le over 6%, and the outlook in the con- 
tible feature will not be a factor for 
ne time, in view of present conditions 
the copper industry. In place, thereof, 
have added the Empire Fuel & Gas 
s, which are entiled to consideration 
present levels as a promising specula- 
e issue. 
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BOND BUYERS’ GUIDE 


HIGH GRADE 
(For Income Only) 
Non-Callable Bonds: 
Canadian Northern Debenture SH, Tp wcccscecsceiiiiccns Te 
Delaware & Hudson 7s, 1930 neseeeer - poee 108 
Great Northern Genl. 7s, 1986............+.+. cceccetibeces TE 
New York Central Rfid. and Imp. 5s, 2013. fs): -» 184% 
Western Union Telegraph Co. S, 1936.......eeeee(a).... 108 
New York Edison Co. Che. 1941 (b).... 
Bush Terminal Buildings 5s, 1960..... yoosaunepeneeear es 


Callable Bonds: 
Armour & Co. of Del. Ist 5%4s, 1943.. 
Armour & Co. Real Estate 44s, 1939 
Canadian General Electric deb. 6s, 
Duquesne Light Co. 1941. oe0e 
Philadelphia Company 6s, 1944. .......ccecesccseecces(C).++- 
Short-Term Bonds: 
B. & O., P. J. & M. 3%s, 1925 
B. & O., Southwest Div. Ist mtg. 34s, 1925. . 
Seaboard & Roanoke Ist 5s, 1926 
Southern Pacific conv. 29 
Union Pacific conv. 4s, 1927 
Dominion of Canada Internal 5%s, 1927 
Bell Telephone Company of C 
Aluminum Company of Gnomes 7s, 1925 
Central Leather Co. Ist 5s. 5. 
Columbia Gas & Electric Co. Ist 5s, "1987 
Fisher Body Corp. 6s, 1926 


MIDDLE GRADE 
(For Income and Profit) 


Apx. 
Price 


srt 


eee eee eeee 


Railroads: 
Baltimore & Ohio, 4s, 1948 
Carolina, Clinchfield & Ohio - - | 1938 
Chesapeake & Ohio conv. 5s, 1946 
Cuba R. 
Chicago & Eastern Illinois Gen. 5s, 1951 
Kansas OF Southern Rid. and Imp. 5s, 1950. 
Missouri, Kansas & Texas Prior Lien 53, 1962. - 
Minneapolis, St. Paul & Sault Ste Marie 648, i9si... 
Missouri Pacific Ist and Rid. 6s, 1949. . 
N. O. & N. E. Rfd. and Imp. 4%s, 
St. L. & S. F. Prior Lien 4s, 0 
Western Pacific Ist 5s, 1946 


Industrials: 
Anaconda Copper aig, 
Bethlehem Steel Co. 5s, 
Computing Tabulating & ear 6s, 1941 
Goodyear Tire & Rubber Co 8s, 194 
B. F. Goodrich Ist 6%s, 1947 
Hershey Chocolate Co. 6s, 1942 
South Porto Rico Ist Mtz and Col 7s, 1941 
Union Bag & ag yy 6s, 1942 
U. S. Rubber 5s, 194 : 
Wilson & Co. Ist 6s, "isei 


Public Utilities: 
Amer. Water Works & Elect. Corp. Col. 5s, 1934.... 
Dominion Power & Transmission Ist 5s, 1932 
Denver Gas & Elec. Ist and Rid. 5s, 1951.. 
Havana Elec. Ry. Light & Power 5s, 1954 
Manhattan Railway Cons. 4s, 1990 
Pacific Gas & Elec. Geni. and Rid. 5s, 1942 
Public Service Corporation of N. J. 5s, 1959 
Utah Power & Light 5s, 4 
United Fuel Gas 6s, 1936 


SPECULATIVE 
(For Income and Profit) 
Railroads: 


Chicago Great Western Ist 4s, 1943 

Erie Genl. Lien 4s, 1996 

Chicago, — ay & St. Paul conv. 5s, 2014 
Iowa Central Ist bs, 1938 

Missouri Pacific Fe Mtg. 4s, 

Missouri, Kansas & Texas Adj. Mtg. 5s, 1967 
St. Louis & San Francisco Adj. Mtg. 6s, 1955 
Rock Island, Ark. & Louisiana Ist 44s, 1934 
Seaboard Air Line 4s, 1950 


Industrials: 
American Writing Paper Co 6s, 1939......... eeccee 
Cuba Cane Sugar 7s. 1930 : 
Empire Gas & Fuel 734s, Series “A” 1987...... ececes 
Soatenational Mercantile Marine 6s, 1941 mea 
Virginia-Carolina Chemical 7s, 1947 Seite 88 


Public Utilities: 
Chicago Railways Ist 5s. 1927 sees 733% 
Federal Light Traction 7s, 1953...... eccccece seee 98 
Interboro Kapid Transit 5s, 1966. seee 58% 
Third Avenue Railway Rfd. 4s, 1960 ° ee om 56 
Virginia Railway & Power 6s, 1934. .......+sseeee0- sees 85 


* Principal and interest guaranteed by Dominion of Canada. 
able in 1936. 


standing funded debt was earned, based on earnings during the last five years. 


Apx. 
Yield 


sesssss 


o 
o 


PAAHH 
s233ss 
eocoo 


PPAGKAAAGAIIS 
Sessessessa 
Fooursoasae 


PAMMHOAMHMHAGHAH 
SS5S23235s32 
vsovcooco 


oecvoe 


DLHAMHAACOH 
r+ 13-31-44 4-4 
SSeseSsassE 


& Ste ae 


PAOAANIABHH~Aa 
o 
&Ssssssss 


t Callable in 1951. 
{ This represents the number of times interest on the companies’ entire out- 


government payments during period of government operations of railroads. 


(a) Lowest denom., 
(dd) Average last two years. 
e Average last three years. 

i Does not include interest on 


$1,000. fe) Lowest denom., $500. 
d) Lowest denom., 
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Money, Credit and Business 


To Be Tax-Exempt or 
Not to Be Tax-Exempt 


Pros and Cons of an Exceedingly Important Question— 
Chairman C. H. Kelsey of the Title Guarantee & Trust 
Co. Answers the Arguments for Non Tax-Exemption 


DOPTION by the American Bankers’ Association 
in session at Atlantic City, of the following resolu- 
tion, brings into the limelight again the much dis- 

cussed proposal for an amendment to the Constitution 

prohibiting the issuing of tax-exempt bonds by the Fed- 

eral Government and by state and municipal authorities : 
“The complete tax ex- 


exemption as it exists at present. Mr. Kelsey is rec- 
ognized as the unofficial head of the “pros” on this 
moot question and Dr. E. R. A. Seligman, McVicka: 
Professor of Political Economy in Columbia University, 
has provided vigorous verbal supports for the “cons.’ 
The principal arguments of the cons are that tl 
present tax-exemption sys- 





emption of many billions of 


tem favors the man of larg: 





dollars of public securities 
is an important factor in 
the unequal distribution of 
the tax burden, and the nec- 
essary action for the grad- 
ual elimination of this fea- 
ture of our fiscal system, 
should be promptly taken.” 

The above-mentioned 
constitutional amendment 
will be one of the important 
measures to be considered 
by Congress at the next 


the United States. 


T the next session of Congress the question of whether 

a Constitutional Amendment forbidding issue of tax- 
exempt securities by Federal, state and municipal govern- 
ments is advisable will be one of the most important matters 
considered. With the Chamber of Commerce of the State 
of New York in favor of tax exemption as at present and 
with the American Bankers’ Association on record as op- 
posed to the present system of tax exemption, the con- 
troversy has become nation-wide. 
important arguments as advanced by both sides. The sub- 
ject is one that every investor should study carefully as it 
touches the pocketbook of every man, woman and child in 


income and in addition, b: 
creating an abnormal out 
put for Government, stat: 
and municipal issues, en 
courages state and munici- 
pal extravagance. Thes 
conclusions, the pros main 
tain, are based on incorrect 
premises. 

In view of the increasing 
public interest in this topi: 
THE MAGAZINE oF WALI 
STREET presents herewith 


This article gives the 








session. 

Our readers will recall 
that in our February 17, 1923 issue, we discussed the 
report of the Committee on Taxation of the Chamber 
of Commerce of the State of New York. Clarence H. 
Kelsey, chairman of the Title Guarantee & Trust Co., 
was chairman of the Chamber of Commerce Committee 
on Taxation, which made a report in favor of tax- 


Arguments 
Against Tax-Exemption 


1—Tax-exemption originally 
was for the benefit of classes 
or institutions performing 
functions which the Govern- 
ment would otherwise be called 
upon to assume. The original 
system degenerated, and in 
some cases exemption was ac- 
quired by classes without 
equivalent political responsi- 
bility. The exemption of Gov- 
ernment bonds is one of the 
class exemptions which still 
persists. Under the judicial 
construction of the Constitu- 
tion it has been decided that 
the Government cannot tax 
state bonds nor can the states 
tax Government bonds. The 
United States Government has 
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the important arguments 
advanced by those in favo: 
of the elimination of tax-exemption and arguments of 
its Opposition as interpreted by Mr. Kelsey. The entire 
matter is one that will have to come to a final 
decision in the not distant future and is one of the 
most vital importance to the investment and financial 
worlds. 





Arguments 
For Tax-Exemption as at 
Present 


Reply—This argument for- 
gets that the Federal and state 
governments represent the 
same people and are the same 
people. 

It suggests that the same 
people tax themselves twice 
through two different agents 
of their own. It is much more 
sensible not to tax themselves 
even once, for there is waste 
in collecting the taxes. 

If we would realize that 
there is really one government 
over us, divided into several 
departments — Federal, state 
and town—and that the same 
taxpayers support them all, we 
would stop playing one de- 





Against Tax-Exemption 


gained no benefits from the 
issue of state and local securi- 
ties nor have the state and lo- 
cal governments derived any 
benefits from the issue of na- 
tional securities. Yet both 
kinds of governments are in- 
hibited by constitutional inter- 
pretation from taxing their 

own citizens who happen to LE | 
possess securities issued by the 

other class of government. 


RRre 


Reply — Secretary McAdoo 
was perfectly right and was 
justified by the result. He put 
out the tax-free bonds at 
34%, or % of 1% less than 
the 4%2% bonds he was able 
to put out partly subject to 


For Tax-Exemption 


partment off against another, 
and thinking that we gained 
anything by helping one to get 
more at the expense of an- 
other, for the total has to be 
collected, and one group of 
taxpayers pays the whole total 


2—Secretary McAdoo was 
anxious to issue the first Lib- 
erty Loan at as low an inter- 
est rate as possible yet he was 
confronted by a market in 
which there are outstanding 
large quantities of State and 
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Against 

local tax-exempt securities. 
He was obsessed with the idea 
that Wall Street should not 
especially benefit, and he be- 
lieved a high interest rate 
would not only produce that 
result but would saddle an un- 
due annual burden on the 
untry He, therefore, de- 
| to accord a complete tax- 
tion to the entire issue. 
result was not satisfac- 
and in .ucceeding Lib- 
ind Victory issues the tax- 
mption was restricted in 
nt and duration. The net 
was that, of the total 
debt of some 22 billions, 
was exempt from taxa- 

in the hands of any indi- 
il, not only the 34% 
and the 34% notes, but 

n all the issues together, 
<imum of $160,000 of the 

if he had properly dis- 

d his purchases among 
irious classes of obliga- 


may be asserted that 
the time of issue up to 
esent, virtually the entire 
»f Government war loans 
een exempt from taxa- 


tax-exemption of Fed- 

ral bonds must be pronounced 
large part an exemption of 
d range for war pur- 


ay 


For 

tax. If, as claimed, the entire 
issue of war bonds gravitated 
into the hands of non-taxpay- 
ers, then the possibility even 
of surtaxes raised the rate %4 
of 1%. How much is the rate 
likely to be raised, therefore, 
it Government bonds are put 
out subject to all Federal 
taxes, normal and _ surtaxes, 
and subject, also, to full state 
taxes? Certainly 1% is a mod- 
erate allowance for the in- 
crease in interest which the 
bonds will have to pay. Those 
who advocate removal of ex- 
emptions seem to ignore the 
interest payment side. There 
is a great gain to the Govern- 
ment in the low rate at which 
it can put out tax-exempt 
bonds, and there will be a loss 
to it if it increases its inter- 
est charge by 1% or more and 
tries to get it back by increased 
taxation. The taxpayers will 
lose still more. It would be 
bad enough if the same one 
who got the extra interest paid 
the taxes, for they might lose 
only the extra cost of collect- 
ing the taxes, but with so 
many non-taxpayers and part 
taxpayers, the actual taxpayers 
have the burden doubled on 
their backs. Those who carry 
the low-rate, tax-free bonds 
are contributing directly to the 
expense of the Government 
the difference between the rate 
of interest on such bonds and 
the rate they could get on tax- 
able bonds. 





Against 

3—If outstanding bonds, 
Federal, state and local, bear 
an interest rate of about 44%, 
it would mean that the income 
on an average of $15,000,000,- 
000 would be about $675,000,- 
000. The Federal Government 
alone will have lost, up to 
1926, not only the 8% normal 
tax, but also the surtax, inso- 
far as these securities are held 
by the richer individuals. If 
we assume that these bonds 
are so held that they are sub- 
ject to an average tax of 40%, 
we have a loss to the Federal 
Government of $270,000,000 a 
year, or 40% of $675,000,000 
which is the interest on 
$15,000,000,000. This makes 
no allowance for the 124% 
tax on the bonds held by cor- 
porations, which brings the 
figure to at least $300,000,000. 
The loss of revenue far tran- 
scends any possible gain that 
might accrue to the Federal 
Government from the lower 
rate of interest the tax- 
exempt bonds. 


on 


For 

Reply—This conclusion is 
not borne out by the figures. 
The fact is overlooked that the 
interest will be raised on the 
whole 30 billions, and, if the 
3%% fully exempt stand at 
par, and the 4%s partly Fed- 
eral exempt, but free of all 
state taxes, barely stand at par, 
the differences in rate, when 
made subject to all Federal 
and state taxes, will surely be 
more than 1%. 

A difference of 1% only on 
30 billions is 300 millions, and 
that is just the amount which 
it is estimated that the Federal 
Government loses by not being 
able to tax both Federal and 
state bonds, and makes no 
allowance for the expense of 
collecting it. 

It is true that the Federal 
Government might gain at the 
expense of the state govern- 
ments, but there is no merit 
in that from the taxpayers’ 
standpoint. 


RRR 


4—Tax-exemption creates a 
gross inequality of burden. 
To the extent that these bonds 
form an increased share of the 
realized property of the na- 
tion, tax-exemption means the 
liberation of unearned incomes 
at the expense of earned in- 
comes. In addition to this 
glaring inequality we have a 
still worse situation, namely, 


Reply—Here again the argu- 
ment forgets that the holder 
of the tax-exempt bonds loses 
in interest approximately the 
taxes he would otherwise pay. 
This is necessarily so to bring 
to an equilibrium the differ- 
ence in price between the tax- 
able and the tax-exempt bonds. 
The unearned incomes concede 
in interest the equivalent of 


(Please turn to page 1156) 





Net Income 
all sources) 





SHOWING INTEREST RETURN OF TAX-E 


Hig 
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Normal 
Tax 
4% 
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* Figured on “head of family’ exemption. 


XEMPT SECURITIES AND EQUIVALENT RETURN OF TAXABLE 
SECURITIES IN REFERENCE TO VARYING NET INCOMES 


*Total 

Tax 
$ 60 
340 
10 720 
11 940 
1,180 
1,440 
1,720 
2,040 
2,380 
2,740 
3,120 
3,520 
3,940 
4,400 
4,860 
5,340 
5,840 
6,360 
6,900 
7,460 
8,040 
8,640 
9,260 
9,900 


Highest 
Total Rate 
4% 


hest 
tax 


- 
% 


ht 
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Equiva 
lent 
Taxable 
Return 
4.69% 
4.95 


Return on 
Tax-Exempts 
4.50% 
4.50 
4.50 
4.50 
4.50 
4.50 
4.50 
4.50 
4.50 
4.50 
4.50 
4.50 
4.50 
4.50 
4.50 
4.50 
4.50 
4.50 
4.50 
4.50 
4.50 
4.50 
4.50 
4.50 
4.50 
4.50 
4.50 
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Industrials 
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New Bell-Wethers of the Market 


Market Leaders of Today and Yesterday—How 
the Industrials Have Eclipsed the Rails—Invest- 
ment Importance of Studying Market Leadership 


By ELLSWORTH HORNADAY 


where are the market leaders of yesterday? The 

question possesses more than an academic interest 

for the reason that no student of investment can afford to 

be uninformed as to the character and histories of those 

securities whose activities entitle them to be regarded as 
bell-wethers of the market. 

Professional traders especial- 


W HICH stocks are the market leaders of today and 


were the Wild West days of Wall Street when it was a 
case of the devil take the hindermost and anything went. 
Outside of gold and Western Union the 1877 list is 
composed entirely of railroads, of which Lake Shore, Dela- 
ware, Lackawanna & Western and Rock Island were the 
most active. Listed industrials were unknown and for 
many years the rails were not only market leaders but 
practically the only issues trad- 





ly watch most carefully the ac- 
tion of market leaders, for if 
their movements are correctly 
interpreted they oftentimes 
prove most valuable indices to 
the general trend of security 
prices. While generalities are 
always dangerous, it may be 
said that no major upward or 
downward swing of the market 


REPORTED DAILY BY THE 


NEW YORK STOCK EXCHANGE 


PRINTING OFFIOB. 


OPENING, HIGHEST, LOWEST AND CLOSING 
PRICES OF THE FOLLOWING STOCKS. 


Thursday, July 19, 1877. 


ed in. The earlier history of 
Wall Street is replete with ac- 
counts of the manipulations in 
railroad stocks by Commodore 
Vanderbilt, Jay Gould, Daniel 
Drew and later E. H. Harri- 


man. 
Coming of the Industrials 


In the early nineties began 





takes place without the market 
leaders playing a very impor- © 


the era of great industrial com- 
binations, capped by the forma- 


a 





tant part. 


0 


tion of the U. S. Steel Corpora- 
tion in 1901 with its then 


2/1053 8/1054 


Why Market Leaders Change 


The market leader of yester- 
day, however, is not the neces- 
sarily market leader of today. 
In the process of time and 
owing to various causes the mar- 
ket leadership changes. It is of 
interest to examine the causes. 

Glancing at the illustration 
which accompanies this article 
showing the important stocks 
which were traded in in 1877 and 
comparing it with the 1922 list 
of market leaders (see table), 
one realizes what tremendous 
changes have taken place in the 
financial district in less than 
half a century. As a matter of 
fact Wall Street, thereby mean- 
ing the financial district, is only 
about 100 years old, for while 
the famous meeting and agree- 


DEL. & HUDS’N 
W. UNION,. 
PACIFIC MAIL 
N. Y.CENT.&H 
LAKE SHORE, 
MICH. CENT’L 
NORTH WEST. 

do PREF. 
ST. PAUL, 

do PREF. 
DEL.L. ® WEST 
ERIE RAILW’Y 
ILL. CENTRAL 
C.Cc.&1.C. .. 
ROCK ISLAND 
MOR. & ESSEX 
CENT. of N. J. 
HAN. & ST. JO. 

do Pref. 
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83 
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22 | 
50%) « 
23 | 

582. 
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2,400 
11000 
600 
3.860 
2150” 
1250 
700 
6710 


| 660 
| 900 


750 


13636 
| 3320 


617 


1 1300 





unheard of capitalization of a 
billion dollars. From that time 
on the industrials became in- 
creasingly of market impor- 
tance. In the ten-year period 
from 1897, when Harriman un- 
dertook the rehabilitation of 
Union Pacific until the panic of 
1907, the rails were the domi- 
nating factor in the stock mar- 
ket and it was during that time 
that they reached their topmost 
flights in volumes of transac- 
tions and high prices. Harri- 
man, J. J. Hill, William Rocke- 
feller, J. P. Morgan and John 
W. Gates were in their Wal! 
Street prime and they played 
the game only with blue chips. 
It was on the 9th of May, 1901, 
that Harriman and Morgan 
locked horns, thereby precipi- 


ment under the buttonwood 
tree occurred in 1792, it was 
not until 1820 that daily meetings and a regular call of 
stocks took place. 

It will be observed that gold, the metal, heads the 1877 
list. Eight years previous the famous gold panic of 
“Black Friday” occurred which shook the Street to its 
uttermost foundations and nearly brought about the lynch- 
ing of Jay Gould, “Jim” Fisk and William Belden. Those 
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Market leaders forty-five years ago 


tating the “Northern Pacific 
Panic.” The record of more 
than 3,000,000 shares traded in on the Stock Exchange at 
that time has not beén equalled to this day. 

It was during this era that George Gould was exceed- 
ingly active in Missouri Pacific, William Rockefeller in 
St. Paul, and James Hill in Erie and the northwestern 
roads whose fortunes he directed. Charles M. Schwa) 
undertook, unsuccessfully, to buy control of Pennsylvania, 
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running it from 130 to 165 (two shares) , and Gates 
bought control of Louisville & Nashville in the open mar- 
ket and sold it to J. P. Morgan at many millions profit. 

In the great rail bull market, 1899-1902, E. H. Harri- 
man was the dominating genius and John W. Gates an 
able second. 

Decline of the Rails 

lfarriman was the greatest exponent of the “community 
of interest” idea as applied to the railroads. He frankly 
stated to an investigating Congressional committee that if 
allowed he would consolidate all the railroads of the coun- 
try under one management. 

ie year 1906 saw the high tide in the rails. By then, 
however, the big insiders realized that Harriman’s com- 
mu ity of interest idea would never materialize. The 
North Securities decision by the Supreme Court and the 
increasing trend towards Government and State regulation 
of the carriers made it obvious that Harriman’s dream 
must ever remain a dream. Followed the panic of 1907, 
wit tremendous declines in both rails and industrials, 
and then the bull market of 1909 in which the rails for 
the last time soared close to their high records of 1906. 
On Sept. 9, 1909, the great Harriman gave over his 

rthly interests and thereafter the rails gradually faded 
away as leading performers on the stock market stage. 
Speaking of this phenomenon, Mr. Wyckoff said in an 
article appearing in our Sept. 2, 1922, issue: 

Back in the days of the late J. P. Morgan and E. H. 
Harriman, the ownership of the principal railroad stocks 
lay in different hands. At that time leading financiers, 
great institutions, large operators, wealthy estates and 
individuals possessed enormous blocks of these stocks, 
which, in many cases, gave the holders the controlling 
interest. They did not own a majority—that was not 
necessary. Most railroads were controlled through the 
ownership of 20% to 30% of the capital stock. In the 
case of New York Central, only a small percentage was 
owned by the Vanderbilt family, most of their holdings 
being in the bonds. 

That situation changed. When these large interests 
looked ahead and saw the years of persecution which the 
railroads were approaching they took the safe course by 
disposing of these great blocks of stock. The 10,000, 
50,000 and 100,000 certificates were split up into 10, 20 
and 50 share lots, which were bought by small investors, 
some of them on the partial payment plan.” 

The graph giving the market leaders of 1903 shows the 

(Please turn to page 1149) 


How Market Leaders Have Changed 


in 20 Years 


THE RAILS DOMINATED THE MARKET IN 1903 
RAILS— INDUSTRIALS— Trantacion 
Pennsylvania Amalgamated C 
Atchison 483, U. 
i i 10,402 


Total 
Transactions 








So. Pacific vot. tr. cert... Tex. & 


Manhattan Elevated.... Chic. & Gt. Wet. 
N. Y., Ont. & West.... 1,827, 091 Mex. Central 
RAILS STILL IMPORTANT BUT STEEL COMMON 
THE MARKET LEADER 
+ — 1913- > 
Total 





Total 
Transactions 


15,250,714 
6,860,991 


RAILS— Transactions 
Readin 13,674,685 . 
Union . 8,703,665 Amalgamated C. 
So. Paci 862, Am. n. ne deeua 
Utah Copper. 
Am. Smelt. & Ref 
Mexican Pet 


INDUSTRIALS— 








Ches. & Ohio 
Nor. i 
New Haven 


CURRENT MARKET LEADERS 


Total 
Transactions 


Total 
Transactions 


8,591,450 


INDUSTRIALS— 
Sutter 


RAILS— 


New Haven 
Reading 
te & 


Erie 

Pennsylvania ......-... 

Chic. & N. West. — . Pacific Oil 

B. R. T , 153, Cosden Co.... 


Southern Ry......... ; 

Rock Island J y = 

Nor. ,014, Trans. oil cenkenners : 
St. Paul. ewes Crucible 

Lehigh Valley. . Mont. 

Union Pac 

Gen. Asphalt........... 
Anaconda 

United Ret. Stores.... 
Middle States O 


Corn Pr 
Standard of Cal........ 








Royal Dutch (N. Y.).. 1,643,650 
Pro. & Ref 1,634,200 
1,587,020 
Anaconda C......... . 1,548,825 
Republic I. & S.. 1,527,650 


* In addition to the above mentioned there were 24 industrial stocks in 
which transactions of more than 1,000,000 shares were recorded on the Stock 
Exchange last year. 
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Number 2 of a Series on Current Investment Opportunities 


Standard Securities Which Offer 
Unusually High Returns 


Giving a List of Very Attractive Standard 
Stocks for Investment and Specvestment Purposes 


ries, published in THE MAGAZINE oF 
Watt Street of September 29, the 
point was made that the rapid changes 
of direction of the market had resulted 
in leaving a large number of stocks “out 
of line.” From the standpoint of the in- 
vestor, the most interesting stocks selling 
out of line are those which pay good divi- 
dends, which are reasonably well secured, 
and whose yields, for one reason or an- 
other, are high out of all proportion to 
the risk involved in such a commitment. 
The group of four stocks in the first 
selection included a utility, an equipment, 
an industrial specialty, and an oil stock. 
They were Philadelphia Company, Ameri- 
can Locomotive, Pan-American B stock, 
and Computing - Tabulating - Recording. 
The four stocks which will be discussed 
in detail further on consist of a utility, 
a steel equipment, an industrial specialty, 
and a staple consumption commodity, to- 
bacco. They are: American-La France 
Fire Engine, American Steel Foundries, 


[' the introductory article of this se- 


By MARTIN GOLDEN 


American Tobacco, and North American. 

All four have well-established dividend 
records, and are engaged in industries 
which are relatively unaffected by busi- 
ness fluctuations, and in all four a rea- 
sonable outlook for higher dividends, in 
the course of time, exists, while the pres- 
ent rate appears likely to be maintained, 
at least. 

Naturally the tests applied to such 
stocks, whose yield averages in the neigh- 
borhood of 9%, must be more stringent 
than where the yields are lower, to elimi- 
nate the possibility that the unusually 
high return may forecast some cut in 
the dividend rate. In particular, the rec- 
ord of the company must be examined, 
as well as its outlook for the future, in 
order to determine the general “class” or 
standing of the company from the invest- 
ment standpoint. It is clear that stocks 
which are excessively speculative at the 
present time, whatever their past may 
have been, are not desirable for this type 
of selection. 





American-La France Fire Engine Co. 
A Low-Priced Stock of Merit 


THIS company is largely engaged in 

the manufacture of fire-fighting appa- 
ratus, such as fire engines, fire trucks, ex- 
tinguishers, etc. From the manufacture 
of fire trucks it has branched out into 
the manufacture of heavy-duty motor 
trucks, at its two plants in Elmira, N. Y. 
and Bloomfield, N. J. 

From the investor’s point of view the 
interesting feature is that the motor-truck 
business, including the plant for motor- 
truck manufacture, was built up entirely 
out of earnings. Construction was begun 
in 1919, but actual sales have been in- 
significant before this year. The two 
models of trucks put out from the com- 
pany, the 3%4-ton and the 5-ton, retail at 
$4,950 to $5,500, and are being sold at the 
rate of about $400,000 a year. 

This branch of the business is therefore 
still small, but whatever profits are made 
on it are “velvet.” The motor-truck in- 
dustry has the merit of being in the 
growing stage, with a profitable future 
before it, in all probability, in which this 
company should share. 


Earnings From Fire Engine Branch 


The fire engine branch of the com- 
pany’s business has been showing earn- 
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ings of between $1.50 and $2 a share for 
a number of years past. In the first half 
of the current year, the earnings were 85 
cents per share, after allowance for all 
charges and an estimated deduction for 
taxes, The present dividend of $1 a share 
on the 289,700 shares outstanding thus 
seems fairly well secured by the fire ap- 
paratus business alone, without figuring 
prospects of profit from the motor truck 
business, which is growing and which did 
not cost the stockholders a cent. 


Last year’s sales of fire apparatus 
amounted to over 6 million dollars 
registering a steady growth from 1.2 mil- 
lions: in 1911. The business is not par- 
ticularly responsive to general changes in 
business activity, as its products are es- 
sential to all municipalities. The con- 
tinued trend of population toward the 
towns and cities and the ability of muni- 
cipal corporations to finance their require- 
ments through taxes on increasing land 
values and through bond issues are further 
favorable factors for the company’s future 
in the long run. 

As of the end of 1922, the company’s 
financial position was excellent. Current 
assets totaled 3.2 millions against $605,000 
of current liabilities, a ratio of over 5 
to 1, and among the current assets were 
$452,000 of cash. As the motor-truck de- 
partment is contributing to the liquid re- 
sources of the company, instead of, as 
heretofore, absorbing cash for construc- 
tion work, the financial position should be 
even better by this time. 

The capitalization consists of 2.8 mil- 
lions of 6% preferred and 289,700 shares 
of common stock of $10 par, which was 
issued in 1920, at the ratio of 10 to 1 for 
the old stock of $100 par on which $10 
annually had been paid in dividends. The 
present dividend rate is $1 a share. 

The yield at present prices around 
1134 is about 9%, which is unusually 
high, in view of the stable nature of 
the industry, the good earnings record, 
the excellent financial position, and 
the possibilities of growth of both the 
older line of fire-fighting apparatus 
and the new motor-truck business. It 
seems to have considerable merits for 
the long-distance investor, although 
speculative activity in this stock has 
been very rare. 


_— 
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American Steel Foundries 
A Stock of Improving Investment Quality 


THIS company is properly to be re- 
garded as a railroad equipment com- 
pany, as a large part of its production 
consists of wheels for cars and locomo- 
tives, brake beams, and other steel cast- 
ings for railroad use. It also makes steel 
castings for use in heavy machinery, auto- 
mobile springs, etc. 
Like all equipment companies, it is sub- 
ject to heavy competition in periods of 
dullness, while profit margins mount 


rapidly when business in its line is good; 
earnings have therefore been quite va- 
viable, as indicated by the table whi 
follows. 

Earnings on the whole are thus seen to 
have been quite good, and the divider 
policy conservative, in spite of the mainte- 
nance of dividends in 1921, without re- 
duction in spite of the sharp cut in earn- 
ings. The wisdom of this policy was 
justified in 1922, when not only were 
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ngs well in excess of the dividend 
shown, but the year closed with the 
st amount of unfilled orders (outside 
var orders for materials not in the 
pany’s regular line) in the company’s 


ry. By June of this year, 
orders on hand had 


the un- 
so increased 


the earnings for the second half of 
‘urrent year will in all probability be 
r than those for the first half, and 


full yield should 


show about 


$11 


d per share of common, compared 
a dividend rate of $3. 
1e reason why the company has been 
to show such stability in its dividend 
buying up 


been its policy 
companies 


has 
small 


of 


when they 


were 


lable at low prices, in periods of dull- 
, in preference to increasing its own 


luctive capacity 


when business 


was 


ve and prices correspondingly high. 


Griffin Wheel Purchase 


\n example of this was its purchase 
he Griffin Wheel Co. in 1919, through 


exchange of shares, followed by a 50% 
cash dividend on the part of the sub- 
sidiary. Similarly, it organized in 1920 the 
American Autoparts Co. to make auto- 
mobile springs, which has Ford among its 
customers, and recently purchased the 
Damascus Steel Beam Co., which has 
been paying an average of $11 a year on 
its 5,000 shares of common in the past 
five years. 

Most of these additions have been made 
through the issue of preferred stock, pay- 
ing 7% and cumulative, of which the 
company has 8.4 millions now outstanding. 
Of the common, having the unusual par 
value of $3314, there are outstanding 24.1 
millions. 

The balance sheet as of the close of 
last year shows a strange financial po- 
sition, current assets amounting to 18.9 
millions and current liabilities amounting 


to 3.9 millions. The current assets in- 
cluded 1.1 millions in cash and 28 mil- 
lions in Liberty bonds and certificates of 
indebtedness, as well as $451,000 in mis- 
cellaneous securities. On the liabilities 
side, the notes payable, which had 
amounted to 5.7 millions at the end of 
1920, had been completely wiped out, and 
consisted for the most part of dividends 
payable, and accounts payable in the ordi- 
nary course of business, and a reserve of 
1.2 millions for various taxes. 

In view of the strong position of 
Steel Foundries in its industry, its ag- 
gressive but cautious business and 
financial policies, its strong financial 
position, its excellent dividend record 
in the past, and its good current earn- 
ings and unfilled order position, the 
stock seems attractive at a price where 
it yields as high as 8.6%. 


at 
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American Tobacco Company 
An Old-Line Stock On a High Yield Basis 


THis company is the dominating factor 

in American production of tobacco 
products, making well over 10% of all 
the cigarettes, smoking tobacco, etc., con- 
sumed in the United States. Experience 
has shown that its business does not vary 
much with business fluctuations, and in 
addition that the consumption of cigar- 
ettes, and of smoking tobacco to a less 
extent, has a tendency to increase regu- 
larly. 


Stable Earnings 


As a result, its earnings and dividend 
record for the past ten years shows a sur- 
prising degree of uniformity and a gen- 
erally high earning power, as shown: 

(Please turn to next page) 


Paid per 
Share 
$20.00 

20.00 
20.00 
20.00 
20.00 
20.00 
20.00 
al0.00 
b9.00 
12.00 


Earned per 
Share 
. $28.12 
21.04 
20.05 
22.7: 
25.25 
33.45 
31.83 
13.38 
16.85 
17.64 


aIn common stock; also 6% and 75% 
in Class B common and certificates. 
b Also 3% in Class B common and $4.75 
in Mengel Co. common on each share of 
common and Class B common. 


Year 
1913. 
1914 








«Stocks Whase Yields Are Very Attractive « 





2ollers per Share O 


Current Dividend Rate 


10 Fer Cent 








AMER . STEEL FOUNDRIES 








AMER. TOBACCO 


AMER. TOBACCO 





NORTH AMERICAN 





AM. LA FRANCE FIRE ENG. & 




















AM.LA FRANCE FIRE ENG 
NORTH AMERICAN 























Yield at Recent Markel Price 


AMER. STEEL FOUNDRIES 


0 





| 




















] 
1 
T 








“T 














2 


Earned Per Share 1st Half 1923 


Qollars fer Shore 


Fer Cen? 





| 


] 





AMER. STEEL FOUNDRIES 





J 


AMER. STEEL FOUNDRIES 








AMER. TOBACCO * 


} 


AMER. TOBACCO 





AM. LAFRANCE FIRE ENG 


ZA 











NORTH AMERICAN * 








NORTH AMERICAN 




















Per Cent Earned on Market Price 


AM.LA FRANCE FIRE ENG 


0 5 
fe eS 
7. LIZA: LLL 


| | 
oe ; io @ 






































*Partly Estimated. 


Recent Price: Amer. Steel Foundries 35; Amer.lobacco 145; Am.La France fire Eng.i1; North American 21. 














for 


OCTOBER 13, 1923 





The present dividend of $12 a share on 
common and on Class B common (which 
is similar to it, except that it has no 
voting power) is therefore equal roughly 
to over $23 a share on the old common, 
as it was before the stock dividends. 

Sales ten years ago were something 
under 70 millions annually; in 1921, during 
the worst of the business depression, they 
amounted to 155 millions, and after cer- 
tain price reductions in 1922, amounted 
to 143.9 millions. The growth of the 
company, and of the tobacco industry in 
general, is thus seen to have been con- 
siderable and continuous, This year’s 
earnings are expected to be even closer 
to the $20 level than last year’s. 

The financial position is excellent, with 
96 millions of current assets at the end 
of last year against 8 millions of liabili- 
ties, with 8 millions of cash and 4.5 mil- 
lions of Treasury notes among the assets. 

In view of the great strength of the 
company and its well-established po- 
sition as an investment stock, it is 
hard to account for the current high 
yield of 8.3% except by the fact that 
it has often sold to give exceptionally 
high yields in spite of an extraor- 
dinary steadiness of earning power and 
dividend payments over a period of 
nearly twenty years. 


NORTH AMERICAN COMPANY 


Common Stock Very Attractive at 
Current Prices 


HE NORTH AMERICAN CO. is a 

large public utility holding company, 
operating public utility properties of the 
electric, traction, steam and gas types, in 
the Middle West, including Detroit, St. 
Louis, Milwaukee, Cleveland and other 
large cities. It also owns and operates 
coal and property in southern Illinois and 
Kentucky with a productive capacity of 
over 1.8 million tons annually. 

Though originally organized in 1890, 
its progress in recent years has been re- 
markable. Its capitalization was changed 
from 30 millions of common, of $100 par, 
to 30 millions each of common and 6% 
preferred, each of $50 par, in 1921, of 
which about one half of each class was 
issued at the time. In March of this year 
the par value of the common was again 
reduced from $50 to $10 and five new 
shares were distributed to stockholdérs 
for each old share (of $50 par). 

A brief comparison of results for 
recent years shows the rate of growth: 

Gross Earned per Paid a 


Earnings Shar Shar 
(in millions $) (% of a (% of ear) 


30.3 15.37 

39.6 18.11 5 
41.67 4 

55.2 32.14 a8 


aAlso 1% in preferred stock. 


At the present time the company is un- 
usual in having no funded debt, while its 
preferred stock, paying 6% and cumu- 
lative, amounts to 19 millions and its 
common to 2,531,905 shares of $10 par. 
Earnings on the latter for the first half 
of the current year are estimated at $3 a 

(Please turn to page 1148) 
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Preferred Stocks 
Market Shows Strength 


GAIN, while bond prices were 
A lower in all departments and com- 

mon stocks continued under pres- 
sure, preferred stocks were comparatively 
strong. Offerings were few, and there 
was a ready demand at even small conces- 
sions. On the other hand, a number of 
issues showed gains. This was particu- 
larly the case in the railroad division. 
Baltimore & Ohio preferred advanced two 
points, on investment demand following 
resumption of dividends on the common, 


and Pere Marquette gained a point. 
shares were inclined to be soft. Pure 
8% preferred sold at 86%, Californi 
Petroleum preferred changed hands at 
ex-dividend, a loss of four points, 
offerings at that level met with pri 
acceptance by investors, and indicatio 
are the stock will not be selling for 
length of time at that price. Anc 
strong spot was J. Kayser & Company 
preferred, which advanced over 
points to 101%. 








INDUSTRIALS: 
American Sugar Refining Co 
American Can Co 
American Ice Com 
American Woolen ° esc cccece 

Allied Chemical & Dye ‘Corp. 
Baldwin Locomotive Works 
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Orpheum 

National Department Stores 
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Market Street Railway prior pfd 


RAILROADS: 


arquette 
St. Louie BS Veudwecsirn.. 
Southern Railway. . 





PREFERRED STOCK GUIDF 
These Stocks Are Selected as Offering Best Opportunities in Their Respective Classes, 
Taking Into Consideration Assets, Earnings and Financial Condition of the Companies Named 
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f this ruling, Pullman Company was un- 
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Pullman’s Investment 


Status 


Today 


New Light Thrown on the Stock 
By FRED L. KURR 


ILLMAN COMPANY has one of 
the best records of any of our in- 
dustrial corporations. Since 1874, 
nds have been paid without interrup- 
and in only one year, 1899, has the 
fallen below the present one of 8%. 
ise of this excellent record, the stock 
had a high investment standing, and 
1917 its average price range was 
gh that the return to the investor 
nly 5 to 5U“%. 
late years, however, the stock has 
id so high a standing. In 1920, it 
is low as 95%, and in 1921, at only 
despite the fact that the 8% divi- 
was maintained. At the present time 
selling around 115 at which price it 
7%. 
llman Company is in very strong 
cial position, and can easily with- 
a temporary period of lower earn- 


lower price levels at which the 
is now selling, therefore, to be jus- 
, should reflect a fundamental change 
e company’s affairs. The answer is 
lificult to find. Regulation of Pull- 
rates by the Interstate Commerce 
mission has resulted in a much 
ler percentage of profit from its Pull- 
car business than in the past years, 
it is very questionable whether, in 
uture, the company will be able to 
n more liberal treatment. 
1920, the Interstate Commerce Com- 
on ordered a 20% increase in Pull- 
fares and a 50% surcharge. The 
surcharge goes to the railroads and 
the 20% increase in fares Pullman 
receives half. Largely as a result 
the 


to show its dividend earned in 
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fiscal years ended July 3lst, 1921, and 
1922. In the year ended July 3lst, 1923, 
traffic conditions were very. much better, 
and the company showed a substantial in- 
crease in gross revenues. Yet, in spite 
of the large volume of business, net oper- 
ating income was only $8,000,000 which 
represents a return of less than 5% on a 
fair value of the properties used in oper- 
ating the carrier business of the company. 
This is equal to $5.86 a share on the com- 
pany’s stock. It can readily be seen, there- 
fore, that in order to earn the present 
dividend of 8%, even in good times, the 
company has to rely to a large extent on 
the profits derived from the manufactur- 
ing end of its business. 

While Pullman’s earnings, from the 
operation of its cars, has shown a declin- 
ing tendency, the reverse has been true 
of the company’s operations in the manu- 
facture of cars and equipments. In 1916, 
profits from this source were less than $1 
million while in the year ended July 3lst, 
1923, $6 million was realized. In Jan- 
uary, 1922, Haskell & Barker Car Com- 
pany was taken over, the purchase terms 
provided for the delivery to Haskell & 
Barker 165,000 shares of Pullman stock. 
This increased the outstanding stock of 
Pullman to $135 millions. The combined 
earnings of Haskell & Barker and the 
manufacturing branch of Pullman for the 
past six years have averaged $440 a 
share on Pullman’s present outstanding 
stock, and in 1923 were equal to $4.43 a 
share. 

With the economies anticipated through 
the merger of the two companies, average 
earnings in years to come should better 
this figure. Before 1921, Pullman Com- 
pany was able to show average earnings 
from its car operations alone in excess 
of present dividend requirements. It is 
a conservative estimate that the company 
will be able to show at least half this 
eafning power over a period of years. 
This, combined with the average earning 
power of the manufacturing plant, brings 
the total earning power slightly in excess 
of present dividend requirements, allow- 
ing for no increase in the earnings of the 
manufacturing plant. 

Pullman's financial condition is strong. 
As of July 3lst, 1923, cash and Govern- 
ment securities in the operating depart- 
ment totalled $35 millions, and in the 
treasury of the manufacturing department 
there was additional Government bonds 
and cash totalling $6.5 millions. In addi- 
tion, the company had other securities 
with a total market value of $17 mil- 
lions. As against $68.7 million cash and 
marketable securities, there were accounts 
payable of $19 millions. 











GEO. M. PULLMAN 
Founder of the Pullman Co. 


From the point of view of asset value 
the stock is in a sound position. There 
is no funded debt, the only capital obliga- 
the being $135 million 
stock. The balance sheet as of July 31, 
1923, showed a book value of approxi- 
mately $117 a share, but the value placed 
particuarly 


tion of company 


by the company on its assets, 
its cars, is far below the present replace- 
ment value. It may be roughly estimated 
that the present replacement value of 
these cars is some $70 millons in excess 
book value, an amount equal to 
share on the stock. However, as 
already stated, Interstate Commerce reg- 
ulation will operate against a liberal re- 
turn on this car investment, 


of the 
$52 a 


The management of Pullman Company 
has shown itself to be decidedly efficient, 
and the decline in earnings has been due 
entirely to factors beyond its control. It 
is interesting to note the service that this 
company is giving to the traveling pub- 
lic. During the fiscal year just closed, 
33 million revenue were Car- 
ried in Pullman cars, equivalent to a daily 
average of 90,000. These 
the aggregate traveled 12% billion miles 
and necessitated the operation of a daily 
average of 5,864 cars, each car traveling 
145,000 miles a year or 


passengers 


passengers in 


an average of 
400 miles a day. 
While the present earning power of the 
Pullman Company is not greatly in ex- 
cess of the $8 dividend on the common 
stock, the very strong financial condition 
of the company apparently justifies direc- 
tors in maintaining the dividend just as 
long as it is earned. On the other hand, 
the company’s earnings are sensitive to 
general business conditions, and, should 
the country run into a period of depres- 
sion, it is very questionable whether the 
$8 dividend could be fully covered. The 
stock is no longer to be regarded as of 
the highest type investment quality as be- 
fore the war. At present price of around 
115, yielding 7%, it does not appear par- 
ticularly attractive as there are many in- 
dustrial stocks giving a much higher re- 
turn whose dividends appear as strongly 

fortified. 
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Of Nine Listed Motor Stocks, 
Which Is the Most Trustworthy? 


How Nine Common Issues Compare Under a Unique Indexing 
Method—Which of the Nine I Would Prefer Not to Hold 


By JAMES W. MAXWELL 





HE investing public evidently 


if the downswing does not appear 





believes that the motor in- 

dustry faces a period of re- 
duced earnings. That, at any rate, 
is the impression the public’s mar- 
ket activities has made: For, in re- 
cent weeks, the prices of represen- 
tative motor securities at their 
lowest prices had suffered one of the 
most abrupt setbacks experienced 
in a long while—a setback illus- 
trated by the following comparison : 


<—Common Stock—> 
Recent Per 
Low Cent 

Company Price Decline 
Studebaker 3% 
Nash a 


High 
. 1263 
.+. 114% 


154 


Hudson snes 
General Motors 
Chandler 


With declines in the motor 


listed motor securities. 


emphasis. 


Chandler Motors. 


OTE: We are publishing the accompanying 
analytical article because of its extremely 
interesting method of presenting the facts about 
While we agree with the 
principles enunciated so far as they concern values 
of automobile securities in general, we are not of 
precisely the same opinion in regard to the values 
of some of the securities analyzed by the author. 
For example, Mr. Maxwell’s conclusions regard- 
ing Moon Motors would have been much more 
favorable had the rapid development of this com- 
pany in more recent times been accorded £reater 
Also, we are not of precisely the same 
favorable opinion which he holds in regard to 
With regard to remarks on 
other companies, we are particularly in- agreement 
with those applied to Studebaker, Nash, Packard 
and General Motors. 


In other words, the chances of 
loss will be minimized and 
of profit maximized. 

For the purpose of selecting the 
strong motor security (or n 
securities, if more than one 
to deserve that ranking) half 
methods to not appeal. For 
ample, to compare the secu 
solely on the basis of their ri 
earnings, their dividend rates 
income yields, etc., does not 
adequate to the situation. 

If we are to single out the 
tor securities best equipped 
withstand depression (whether 
not depression comes), we 
go a little deeper. 

Depression presupposes 
mands upon resources. If 
pression comes, a primary 
quisite in a strong motor sect 








group ranging from 18% to as 
high as 39% of what a few months ago 
were the prices at which motor securities 
could be sold, it is obvious that investment 
opinion is not by any means so favorable 
as it was. 

This fact has some tangible backing in 
the recent reports from motor centers. 
It is known that, in the first eight months 
of 1923, the motor world turned out a 
total of motor vehicles (cars and trucks) 
in excess of the total for the full year 
1922. In other words, the industry scored, 
in eight months, an output greater than 
in any previous twelve months in its his- 
tory. On top of this big production news, 
two more recent factors have developed 
tending to indicate that the gigantic out- 
put of the first part of the year may not 
have been all for the best interests of the 
motor companies. First, there has been 
a decided tendency toward reduced out- 
put; and secondly, there have been not a 
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few price-cuts on motor car products. 

With the stock market reflecting a re- 
action in the automobile business, and 
with rate of production and price policies 
adding credence to the prediction, holders 
of motor securities are naturally espe- 
cially interested at this time in determin- 
ing the relative safety of their commit- 
ments. The holder of Studebaker is 
anxious to know whether to stay with the 
security, or switch out of it into another 
motor stock; the holder of Hupp, having 
witnessed a 39% decline in its market 
value, is anxious to know whether that 
decline is likely to go further or more 
likely to stop here. 

Those who wish to undertake the risks 
involved in industrial prophecies may at- 
tempt to answer the motor stockholders 
by offering a forecast of the future, if 
they like. They have an even chance of 
being right. The analyst, however, pre- 
fers a safer course. 

To the analyst, predictions as to what 
will happen in the motor industry, are 
dificult things to make. No other in- 
dustry has so upset forecasts in the past; 
none is more likely to upset forecasts in 
the future. 

Rather than attempt to guess what the 
future trend will be, then, the analyst 
prefers to take the worst view of things— 
ie., to assume that the trend will be down- 
ward. With that as his basis, his next 
step is to attempt to determine which one 
of the listed motor stocks, all things con- 
sidered, seems best equipped to stand up 
under a downward swing. Such a se- 
curity, obviously, if judiciously selected, 
will not only offer more resistance to 
pressure, if the downswing eventuates; it 
will also be more responsive to buying 


will be an issuing company | 
sessed of ample resources and in an ampl 
strong financial condition. 

Depression presupposes a severe test 
operating efficiency. If it comes, it 
bring competition. It will bring pr 
cutting. Only the most efficiently n 
aged concerns will be able to weat 
these developments. 

Depression will affect a motor secu 
in a degree commensurate with that 
curity’s (1) proximity to earnings; 
its earnings record; (3) its current divi- 
dend rate, by comparison with that ea: 
ings record; (4) its market position, 
respect of comparative inflation or d 
tion; and (5) its income yield. 

Therefore, when attempting to sel 
the more trustworthy motor securities 
this time, we must seek for the o1 
ranking highest in all these respects. 
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This article attempts to apply these 
seven tests to the nine important and 
listed common stocks of the motor world. 
And, for the purpose, it has compiled 
seven Indexes, each one thought to be the 
best single index available in respect of 
the particular test it is supposed to cover. 
What. these indexes consist of may be 
explained in a few words: 

FINANCIAL POSITION. The in- 
dex for Financial Position is compiled 
from the Net Quick Asset position of 
the issuing company. 

A balance sheet as a whole could not 
very well be used as an index of Finan- 
cial Position; there are too many arbi- 
trary factors in it. It may include a 
highly inflated Plant Account; or it may 


include a Goodwill item of the least tan- - 


gible sort. 

Nor could the Working Capital posi- 
tion of a company be used, without con- 
siderable chance of error. Inventories, 
of course, are always a part of working 
capital, and, as such, likely to distort a 
company’s true position. 

It is only in the Net Quick Asset po- 
sition of a company—the surplus of quick 
over current liabilities—that we 
find a trustworthy index of Financial 
Standing. For the Net Quick Asset po- 

is beyond distortion; it is a per- 

exact revelation of a company’s 

y Position; it includes no factors 
capable of being over-valued in the bal- 
ance sheet. 

Of course, in confining ourselves to 
this particular ratio, we run the risk 
of understating a corporation’s position. 
Items in other parts of the balance sheet 


assets 


might, in some cases, prove that position 
to be far stronger than our index itself 


would indicate. However, understatement 
is seldom a fault in financial analysis—in 
fact, it is often a desirable objective. 

OPERATING EFFICIENCY. “Oper- 
ating Efficiency” is next on our list of 
seven tests. It needs explanation only in 
respect of the form in which it is offered 
here: 

Our index takes a corporation’s net 
sales; it deducts therefrom its gross 
profits, before deductions, depreciation, 
depletion, taxes, bond interest, etc.; the 
balance is applied to the sales item, and 
the result expressed in terms of Cents 
Profit per Dollar of Sales. 

PROXIMITY TO EARNINGS. With 
the financial position and operating effi- 
ciency of a corporation determined 


(where available figures permit), the next 
test is the Earnings Position of the Com- 
mon Stock. 

A stock’s earnings position, of course, 
varies with the annual requirements on 
preceding obligations. But it is not suffi- 
cient to merely set down the par amount 
of preceding obligations outstanding. The 
interest rates thereon may vary. Nor is 
it sufficient to determine only the extent 
of Interest Charges; Sinking fund and 
Amortization charges are equally per- 
emptory. Preferred stock requirements, 
where they exist, may not be ignored; 
they must be met before the Common 
stock may share. 

Therefore, as an index of the motor 
stocks’ proximity to earnings, it is essen- 
tial to determine the amount required 
from earnings to meet all capital obliga- 
tions enjoying priority over the common 
shares. This has been done, in compil- 
ing our index of “proximity.” And, for 
clarity’s sake, the index is expressed in 
terms of the outstanding amount of com- 
mon shares. Thus, where prior obliga- 
tions ahead of 100,000 shares of common 
totaled $1,000,000, our index would show 
the common stock removed from earn- 
ings by a sum equivalent to $10 per out- 
standing share. 

EARNINGS RECORD. The earnings 
position of a common stock, described 
above, is, of course, of little value except 
under comparison with its Earnings Rec- 
ord. Therefore, an earnings record has 
been introduced in our table. This record 
is not, however, one that has been copied 
from manuals and statistical cards; it is 
one that has been compiled from the state- 
ments of the various companies. It shows 
the amount earned per share, on the aver- 
age, for the past five years; but it shows 
this in terms of the present capitalization 
Thus, instead of a record rendered good 
(or bad) by reason of changes in the 
amount of outstanding common stock 
from year to year, we have a record 
which accurately reflects a corporation's 
five-year earning power in terms of its 
present capital. The superiority of this 
method will no doubt be admitted. 

MARKET POSITION. From the in- 
vestor’s point of view, the market posi- 
tion of the stock he holds is obviously 
important. Herein, no reference is in- 
tended to the “technical position”; that 
matter is better left to students of the sub- 
ject. The market position is merely the 
comparative price position—nothing more. 


Another somewhat novel index suggest- 
ed itself in this connection: There seemed 
no point in comparing the present price 
with that of the 1923 high, alone; that 
high could be called a “panic-buying” 
high, reached at a time when investors 
plunged more or less indiscriminately; as 
such it constitutes a poor standard of 
comparison. There seemed equally little 
point in comparing the present price with 
the 1919-1922 low—that is, with the low 
price encountered during the great post- 
war slump that the American investment 
market went through a few years ago. 
Just as the 1923 high might be called a 
“semi-panicky high,” so the 1919-1922 low 
might be called a “semi-panicky low.” 

There did, however, seem a purpose in 
comparing the present price with the aver- 
age between the '23 high and the '19-'22 
low; for, in such a comparison, our stand- 
ard would be the half-way point between 
absurdly low prices and absurdly high 
ones. It would be, in a measure, the 
“happy medium” betweeen too much and 
too little. 

This method of comparison was there- 
fore adopted. For each stock chosen, the 
average point established by the highs and 
lows referred to was determined; and the 
present price was converted into per cent 
of that price. Thus, a stock whose 1919- 
1922 low was 25, whose 1923 high was 
150, and whose present price is 60, would 
be said to be now selling at 69% of its 
average (87). And a stock so priced 
might fairly be said to have been deflated 
to a greater degree than another selling 
at 90% of its average. 

YIELD POSITION. Yield position 
needs no comment. It is merely the in- 
come yield offered by a given common 
stock, based on its present selling price 
and current dividend rate. 

Let us see, now, how all these factors 
shape up in a typical case—Studebaker 
Corporation: 

Studebaker’s Net Quick Assets (De- 
cember 31, 1922—the date used in all sta- 
tistical compilations) totaled 27.6 millions. 
Its Current Liabilities totaled 15.5 mil- 
lions. The ratio is 18 to 1. Therefore, 
the index of Studebaker’s Financial Posi- 
tion is said to be 18. 

Studebaker’s Net Sales (1922) were 
2 millions. Its costs were 112 millions. 
Therefore, the index of Studebaker’s 
Operating Efficiency (in terms of “cents 

(Please turn to page 1143) 
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Where: Financial Position = Net 
Share of Outstanding Common 


Financial 
Position 
Studebaker 1.80 


Pierce-Arrow 


N—Figures not available. 


Quick Assets. Operating Efficiency = 
Interest Charges and Preferred Dividend Requirements in Dollars Per Share of Common Stock. 
Earned, on the Average, in Last Five Years. 
the Average Between 1923 High and 1919-1922 Low. 


COMPARATIVE POSITION OF NINE MOTOR STOCKS 
Cents Profit Per Dollar of Sales. 


Earning 
Position 


Earning 


Operating e , 
ecor 


Efficiency 


Market Position 


Earnings Position - 
Earnings Record Dollars Per 
Present Price in Per Cent of 


Market 


Current } 
Position 


Div. Rate 
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Types of Stocks That Should Be 
Avoided by the Small Investor 


Some Favorite Devices for Losing Money—A Set of Dental 
Equipment for Unshorn Lambs Who Want to Stay Unshorn 


By the Staff of THe MaGazine oF WALL STREET 


OR the small investor, it is perhaps 

more important to study how not to 

lose money than how to make money 
in securities. By “not losing” we mean 
simply investing his money so as to get 
a certain definite return on it, without 
loss of principal, which return should be 
sufficiently above the 4% paid by savings 
banks to warrant the extra trouble and 
slight element of risk involved. Not 
losing money is therefore an art in itself, 
and quite different from the art of making 
money in Wall Street. 

One important difference, is that to make 
money in Wall Street requires the posses- 
sion of a fairly large working capital to 
begin with, preferably one running well up 
into the thousands, the willingness to lose 
it, if necessary, and the ability to get along 
without this sum, if it should have been 
lost. The small investor, who cannot fill 
the above qualifications, should abandon 
the hope of “making” money and special- 
ize in the business of “not losing” money; 
in other words, should keep away from 
speculation and stick to investments of 
the sound type. 

If there were a_hard-and-fast line 
drawn between the two, it would be quite 
easy for the small investor to carry out 
the above rule which, after all, is only 
elementary common sense. In point of 


sin 


fact, however, there are all sorts of 
gradations; even in buying investment 
bonds, the investor will try to concen- 
trate his purchases when bonds are low, 
that is, he is bound to consider the fluc- 
tuations of market price, whether he 
wants to or riot. The same applies, of 
course, to dividend-paying preferred and 
common stocks, which he will try to buy 
low and, should they go to a high point 
which he does not believe they will main- 
tain over a period of time, he would be 
perfectly justified, as a sensible investor, 
in selling out. Should he be convinced 
that a certain non-dividend paying stock 
is soon to go on a dividend basis, there is 
no reason why he should not anticipate 
the event by buying the stock while it is 
still a non-dividend payer, all on strictly 
investment grounds, 

It is evident that when we have got- 
ten to this point, it is hard to say when 
a man is investing and when he is specu- 
lating; or in fact, why a man cannot do 
both. In the following studies, our only 
aim is to make clear to the small inves- 
tor what risks he faces when he turns 
to speculation—not to prove that specula- 
tion in general is harmful, or even that, 
for a speculator, the kinds of specula- 
tions studied may not under some circum- 
stances be profitable. 





a 


1—The Low-Priced Non-Dividend 
Paying Stock 


And Why They Are Generally Not 
Suitable Mediums for Small Investors 


MY candidate for the prize pitfall for 

small investors is the low-priced 
non-dividend-paying stock. It is true 
that, taking all the investors of the United 
States and all the stocks that were ever 
floated, many commitments of this kind 
have proven profitable, but nevertheless 
it remains an undesirable type of se- 
curity, as a type, for the investor of small 
funds. 

What usually attracts this type of in- 
vestor is, first, the low price, which en- 
ables him to buy a larger number of 
shares than he would be able to call his 
own if he were limited to high-grade 
investment stocks; and second, the pos- 
sibility of a larger percentage of profit 
in a relatively small fluctuation. 


Not a Matter to Consider 


The first point is unworthy of serious 
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consideration; fifty dollars in dividends 
looks the same and will buy as much but- 
ter and eggs when it comes from five 
shares of stock as when it comes from 
fifty. 

As to the second, it is important to no- 
tice that it marks the point at which the 
investor becomes a speculator, and tries 
to defend an investment position on spec- 
ulative grounds. The only sound invest- 
ment reason he could possibly assign 
for this kind of commitment is that he 
hopes that some day his non-dividend 
payer will graduate into the dividend- 
paying class. 

Now, in the first place, a commitment 
which involves large possibilities of profit 
practically always involves large possi- 
bilities of loss; for otherwise someone 
else, seeing the opportunity for profit with- 
out risk, would have advanced the price 


by constant buying until most of the 
profit disappeared. 

To this loss, however, should be added 
the investment loss on money whic! 
invested in a stock which does not pay 
for its keep. To illustrate by example: 
suppose the investor has bought a non- 
dividend paying stock at $15 a share, and 
finds it is going down to 10. He might 
shrug his shoulders philosophically and 
say, “Well, five dollars a share isn’t such 


a big loss.” 


is 


How It Appears Under Analysis 


If he gets out pencil and paper and 
figures out the facts of the case, however, 
his composure would largely disappear. 
He must remember, in the first place, that 
each dollar that the market price declines 
will take a full year of dividends (even 
assuming that he has been right about its 
paying dividends ultimately), and that a 
five-point decline will take five years to 
make up—and even then he will be no 
better off than when he started. Sup- 
pose his $15 stock does pay $1 a share, 
returning him about 7% on his invest- 
ment. That would not prevent the stock 
from selling around 10 or 11 as such good 
cheap stocks as American La France and 
Wright Aeronautical, paying $1, are do- 
ing now. 

At the end of five years, therefore, he 
will have broken even. But if conditions 
are not quite so favorable—if in addition 
to going down marketwise, the stock fails 
to pay dividends for five years, he will 
have the following pretty exhibit: 


Loss on market, $5; loss of $1 a 
year (7% on capital invested) for five 
years, $5; total loss, $10 a share o 
66.7% of his initial investment. 


An Example 


That such a hypothesis is by no meat 
ovedrawn is indicated by the case of Cen- 
tral Leather common. At the end of 1920, 
this stock, which had been paying divi- 
dends for seven successive years, col 
have been picked up as low as 30, aft 
it had passed the third quarter’s divide: 
It is still not on a dividend basis, a 
the price is now 16. The market loss is 
$14 a share (assuming that the barg 
hunter had bought this stock on the very 
day in 1920 when it sold at the low 
price of the year). To this must be ad: 
$2 a year, representing 7% return on 
investment, for three years, or a total 
$6 a share, which makes a grand t 
loss of $22 a share on an original invest- 
ment of $30. ; 

Market veterans will assure the reader 
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action took place, he would have placed 
himself in an unenviable position on ac- 
count of loss of income during the period 
in which the stock remained on a non- 
dividend paying basis. The wealthy in- 
vestor is in a better position to stand such 
loss of income, but this is or should be 
a serious thing to an investor of modest 


Moral: Unless you can stand big 
losses, don’t try to make big profits. 
M. G. 


that such results are anything but extra- 
ordinary in the field of low-priced non- 
dividend-paying stocks. 


ip 


9—The High Priced Non-Dividend Payer 


Also Unadapted to Investors of Small Means 





means. 

If, then, I were a small investor and 
were confronted with the problem of 
investing my savings, at the same time 
attempting to secure a _ reasonably 
high return compatible with safety, I 
should not choose Sears, Roebuck 
common, however sound it may be, 
but instead would invest my funds in 


least in good part its former fine earning 
power and that possibly within several 
years the stock may be restored to its 
former dividend-paying basis. 


YPE of stock that I believe the 
iall investor might just as well 
is the high-priced non-dividend 
The reason is obvious. The high- 
stock that pays no dividends ties 
relatively large amount of capital, 
than the small investor can or 


Question As to How Soon Dividend 
Will Be Paid 


Even this prospect, however, should not 


afford, without offering compen- 
by way of income on the invested 
al. Since the first object of the 
r of small means should be to in- 
his income from his savings at the 
time seeking for a reasonable de- 


warrant the purchase of this issue by the 
small investor. The reason is that he has 
no assurance as to how soon the dividend 
an be restored, and should he be com- 
pelled to wait, say, two years before such 


such types of stocks as Brooklyn Edi- 
son or American Telephone which, on 
the basis of present prices, are exceed- 
ingly attractive to investors from the 
income-bearing view-point.—E. D. K. 


f security, it follows that to enter 
k commitment without receiving an 
from the same is by way of vio- 
one of the most elementary prin- 
of investment. 
illustrate, if I were a small inves- 
would not invest in such a stock as 
Roebuck common. This does ‘not 
that Sears, Roebuck common is 
it value or that, indeed, a transac- 
1 the stock at this price might not 
ially turn out profitably. On the 
ry, there is every reason to believe 
Sears, Roebuck has recovered at 


HILE F. W. 


many sound 


Woolworth Company 

has a splendid record and undoubt- 
edly faces a prosperous future, there are The 
reasons 


— 





3—Should Small Investors Buy Stocks 


Like Woolworth? 


Disadvantages of Owning High-Grade 
Securities That Yield Small Returns 


stock at present levels of 254 is an unde- 
sirable security for the small investor. 
question naturally comes to mind 


why the common (Please turn to page 1128) 








Four Types of Stocks Not Suitable for Small Investors 


CENTRAL LEATHER COMPANY 


of Enterprise: Producer of leather products 
cter of Management: Highly experienced and efficient 
d of Earnings: $20 per share average, 1913-1919; no 
rnings on common since 
cial condition: Profit and loss deficit of 7 millions; excel- 
it working capital position 
High Low 
Range: 


nt Price: 18 

nt Dividend: None 

ik of Company: Early recovery not likely 

rks: Common stock may have long-range possibilitics, but 
not suited to requirements of small investors. 


SEARS, ROEBUCK & CO. 


re of Enterprise: Mail-order house 
acter of Management: Highly experienced and efficient 
cord of Earnings: $18 per share average, 1913-1920; no ecarn- 
igs on common in 1920; earned $5.15 per share in 1922. 
cial Condition: Full retirement of outstanding notes pend- 
ig; working capital position improved 
High Low 


rrent Price: 7 

irrent Dividend: None 

tlook of Company: Earnings stabilized and better 
expected. Dividend resumplion not likely for some time 
irks: An issue with sound prospects over a period of years, 
ut not adapted to needs of small investors on account of 
current lack of income. 


resulls 


——$—$—_-—_ —_ —__- -- ——— ~ 


E. I du PONT de NEMOURS & CO. 


Nature of Enterprise: Jmportant chemical manufacturer; owns 
large micrest in General Motors 

Character of Management: Highly experienced and efficient 

Record of Earnings: $60 per share average, 1916-1920; average 
of about $9 a share subsequently 

Financial Condition: Excellent working capital position 

High Low 
.. ge ere 105 
1923 LA eeeeasenhe: MN 106 
* Listed N. Y. Stock Exchange 

Current Price: 130 

Current Dividend: $6 per share 

Outlook of Company: Great increase in business this year, but 
peak has probably been reached, particularly in respect to 
General Motors holdings 

Remarks: Yield too small for average small investor and stock 
is too flu 


Stock Range: 


ictualing for his needs. 


F. W. WOOLWORTH & CO. 


Nature of Enterprise: Jmportant chain-store concern 
Character of Management: Highly experienced and efficient 
Record of Earnings: $12 per share average, 1913-1920; over 
$20 pe r share subs que tly 
Financial Condition: Excellent working capital position 
High Low 
Stock Range: 1920... wees 145 100 
1921. 139 105 
1922. sales ek is eee 137 
1923... .. 265 199 
Current Price: 260 
Current Dividend: $8 per share 
Outlook of Company: Jn preeminent } 
cellent carnings asswed 
Remarks: Stock already very high and would offer too small 
a yield for small investor even tf the dividend rate were 
materially mcreased. 


sition in its field. Ex- 
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Allied Chemical and Dye Corp. 





The Future of a Great Chemical 


Company 


Position of the Common Stock Analyzed— 
Preferred Stock an Attractive Investment 


LLIED Chemical & Dye Corpora- 

tion in its present form is a com- 

paratively new company, having 
been formed near the close of 1920, as a 
consolidation of five different constitu- 
ent companies. It is by no means a 
new enterprise however, as most of the 
companies taken over have been in suc- 
cessful operation for many years. 

When a large merger such as this 
takes place it is generally accompanied 
by talk of inflated values and top-heavy 
capitalization. This is natural enough 
in view of the many mergers in the past 
which were put through largely for the 
purpose of unloading heavily watered 
stocks on the public. Fortunately, in 
recent years there has been a great im- 
provement in this regard and Allied 
Chemical was launched without any 
scandal attached thereto. Immediately 
after its formation the company ran into 
a very trying period; the deflation that 
occurred in 1920 and 1921. It was able 
to pass through this unsettling period in 
a convincing manner: while many cor- 
porations suffered severe losses Allied 
Chemical operated at a profit, earning 
$2.64 a share on the common stock in 
1921. 

In 1922, conditions were more normal 
and the corporation succeeded in show- 
ing $5.75 a share earned on the common 


By FREDERICK LEWIS 


stock. This, it is true, is not indicative 
of an unusually large earning power, but 
it is sufficiently satisfactory when it is 
considered that the benefits derived by 
closer co-ordination of the various busi- 
nesses of the company had not yet been 
fully reflected in the income account. 
Moreover, this company has adopted the 
policy of charging off very liberally for 
depreciation. 
Five Constituent Companies 


The companies taken over by Allied 
Chemical & Dye Corporation, when it 
was formed in 1920, include the General 
Chemical Company, The Barrett Com- 
pany, National Aniline & Chemical 
Company, Semet-Solvay Company and 
Solvay Process Company. Probably the 
most important unit is the Barrett Com- 
pany. This company manufactures a 
great variety of material used in the 
building industry and in the past two 
years has enjoyed very handsome 
earnings as a result of the great activity 
in this industry: While it is true that 
the building business has _ probably 
passed the peak, the outlook is suffi- 
ciently good at this time to assure fair 
earnings for the Barrett Company next 
year. 

An equally important factor in the 
affairs of Allied Chemical is the Gen- 








taxes, repairs and renewals.... 
Deduct: 
Federal taxes ............ 
Reduction of inventories 
Total deductions 
Net income 


Preferred dividends declared. . 
Common dividends declared....... 


Surplus for year 
Previous surplus (including capital surplus) 


Total surplus y 
Loss on sale of securities 


Indicated earnings: 


" * Deficit. 











COMPARATIVE CONSOLIDATED INCOME ACCOUNT 
YEARS ENDED DECEMBER &3lst 
ALLIED CHEMICAL & DYE CORP. AND SUBSIDIARIES 


Gross income after depreciation, obsolescence, all state and local 


Profit and loss surplus (including capital surplus) 


Per share on average preferred stock on which dividends were paid. . 
Per share on average shares of common on which dividends were paid 


1922 1921 
(In Millions) 


$17.280 $13.093 


$2.165 -733 
eee 3.940 


"$2.165 $4.673 
$15.114 $8.420 


$2.731 $2.706 
8.613 8.650 


$3.769 *2.936 
122.659 126.369 
.. $126.428 $123.432 
o seeeses -773 
$126.428 $122.659 


$38.73 


$21.78 
5.75 2.64 











eral Chemical Company which has 
shown a substantial earnings power for 
a long period of years. This company 


is engaged mainly in the manufacture 
It is one of the 


of heavy chemicals. 
largest producers of sulphuric acid it 
the country and the demand for this 
product has held well throughout the 
year. Prices generally for heavy clhiem- 
icals have been holding up well recently 
and the outlook for this branch of the 
company’s business appears satisfactory 
at the present time, 

Another important unit of the parent 
company is the National Aniline & 
Chemical Company. This company was 
formed during the war in order to sup- 
ply the dyes that could no longer be im- 
ported from Germany. Of course, this 
company is not in a position to make 
the large profits that it could make 
when foreign competition was shut out, 
but it has developed an efficient organi- 
zation and many of its products con- 
tinue to have a good market. German 
competition has been felt principally in 
certain special colors and in fast colors 
The tariff places a duty on the finished 
products of 60% of the American valu- 
ation, but despite this high duty the 
German product can, in many cases, un- 
dersell the domestic article. Now that 
passive resistance in the Ruhr has been 
terminated it is probable that there will 
be some increased competition in these 
lines. However, it only seriously af- 
fects a certain percentage of the com- 
pany’s business and while large profits 
cannot be looked for, the company is in 
a position to do fairly well. 

The Semet-Solvay Co., another of th 
constituent companies, is the chict 
builder and operator of by-product coke 
ovens in the United States and has ex- 
tensive holdings of coal lands, on which 
it now operates 24 mines. It manufac- 
tures a large number of chemicals and 
alkaline salts other than soda products. 
It owned one-third of the 967,000 shares 
of common stock of the Steel & Tube 
Co. of America for which it has re- 
ceived $15 a share under the terms of 
the merger of this company with the 
Youngstown Sheet & Tube Co. The 
Solvay Process Co. is the largest man 
ufacturer of alkali or soda products 
from salt, caustic soda and 
soda ash used largely for oil refining, 
glass manufacture, soaps and bleaches. 
It also operates by-product coke ovens, 
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such as 








the owner of a substantial interest 

Solvay Collieries and By-Prod- 
Coke Corporation with extensive 
lands and a large output of coke 
| by-products. The by-product coke 
yusiness has developed in the past 
as rapidly as any industry in the 
ry and the outlook is for con- 
growth. 

d Chemical has an extensive and 
established selling organization 


covering the entire country. Further, 
the company has an extensive staff of 
expert chemists which could not be 
duplicated easily and which can be 
counted on from time to time to de- 
velop products which will add to the 
earning power of the corporation. 

The balance sheet of Allied Chemical 
& Dye Corporation makes a very pleas- 
ing exhibit. As of December 31, 1922, 
the company had a working capital of 


$72.5 millions with ratio of current assets 
to current liabilities 6 to 1. Cash and 
marketable securities on hand totalled 
$35.4 millions. This represents a very 
strong financial position and indicates 
that the company has ample working 
capital for all its requirements, and is 
in a position to pay a substantial per- 
centage of its earnings in dividends 
Capitalization of the company con 
(Please turn to page 1150) 











ndustrial 


Oil 


Mining 





Investors’ Indicator 


Current Earnings—Dividends—Working Capital 


Yield on 
Recent 
Price 


(%) 


Dollars Earned per Share 
: Dineen 


1923 
2nd quar. 
1.30 


4.22 
0.25 
def. 
2.49 
2.42 
def. 
3.39 


—, tPresent 

Rate 

6 mos. Div. 
1.99 4 10.0 
a0.97 eees aa 
7.72 4 6.3 
0.60 1 9.1 
def. ecce 6 one 





Ratio of Current Assets to Current 
Liabilities 


December $1, 
June 30,1923 
December 31, 
February 28, 
December $1, 
December $1, 
December $1, 
December 31, 
December 31, 
December 31, 
December 31, 
December $1, 
June 30, 1923 
December 31, 
December 31, 
December 31, 
December 31, 
June 30, 1923 
December 31, 
June 30, 1923 
December 31, 1922 
December $1, 1922 
December 31, 1922 
November 30, 1922 
December 31, 1922 
December 31, 1922 
June 30, 1923 
December 31, 
December 31, 
December 31, 
December 31, 
December 31, 
December $1, 
December $1, 
December $1, 
June 30, 1923 
December 31, 
December 31 
4 tol June 30, 1923 
4 334 tol December $1, 1922 
.. Net current assets June 30, 1923, $4,100,000 
° m3'; tol July 31, 1923 
3', tol December $1, 1922 


Recent 
Price 


Industrials— 

lst quar. 
0.69 
1.05 
3.50 
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tol 
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ntral Leather 
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ca 


0.35 
def. 
1.89 


cere 1922 
2.30 1922 
1922 
1922 
1922 
1922 


2.64 
1.00 
5.24 
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Oils— 
1922 
1922 


2'4 tol December 31, 
December 31, 
December 31, 1922 
December 31, 1922 
$2,338,081 
1922 
1922 
1922 


fornia Petroleum saenat tk1.89 
sden & Co nwatedu 2 _— 4 sees 7 ae 4 tol 
ston Oil — . *1.06 ' seee : 3% tol 
land Oil *3.00 — 234 tol 
idle States Oil *0.46 Net current assets, 
fic Oil 0.62 2'4tol December 31, 
n-American B. 3.12 ° as 34,tol December $1, 
illips Petroleum s6eeesrtoncoees , eave ee 1 tol1'4December 31, 
ire Oil ... ccoe Bale s 2% tol March $1, 1923 
lair Consolidated — 814 tol December 31, 1922 


Mining— 

December 31, 1922 
December $1, 1922 
December 31, 1922 
June 30, 1923 
December 31, 1923 
December 31, 1922 
December 31, 1922 


nerican Smelting eens 
merican Zinc pfd \ my 
no seas I y 
ternational Nickel 0.04 
sda Consolidated *0.27 
» Consolidated . *0.31 
ih ; ' *1.37 


ACennae 


h 25c. extra payable Sept. 5. 
j Earned $1.67 on preferred in 1922, 
On increased stock. 
1 Earned $4.40 on preferred 
m After giving effect to new financing 
p For year ended March 31, 1923, earned 54c. a share on preferred 
q Earned $4.58 a share on preferred. 
s Year ended March $1, 1923, earned $1.37 a share 


Before depreciation and depletion. 
Dividend rate covers regular dividends on yearly basis. 
After deducting depletion and depreciation. 
$ Year ended March 31 
a After deducting depreciation and revaluation of inventory. 
b Stock Dividend of 20% paid Feb. 8, 1923. 
c $3 extra paid Jan. 30, $1.50 extra July 20, 75c extra Oct. 20. 
e 20% stock dividend paid Feb. 15, 1923. 
g Stock dividend of 50% and extra dividend of $1 paid June 30. 
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Hitting Back at the “Old Timer”’ 


Treasurer of The Magazine of Wall Street Opposes 


Views Expressed by “Old Timer” 


N this page, in the last issue of THE 
MAGAZINE, our own Old-Timer had 
some vigorous remarks to make on 
Money-Saving as opposed to Money- 
Making. The views he expressed have 
aroused vigorous opposition on the part 
of an officer of the magazine’s publish- 
ing company, who takes issue with 
the Old-Timer in very emphatic terms. 
The officer referred to—C. G. Wyckoff, 
Treasurer—was even inspired to reply 
to the Old-Timer in writing, and this 
is the reply, just as it was written: 
DEAR OLD-TIMER: 

I used to think that you were rather careful 
about what you had to say in print, but judging 
from the few suggestions you made under the 
heading, “A Little Two-Fisted Encouragement,” I 
have come to the conclusion that you merely like 
to hear yourself talk, and that usually comes with 
old age—perfectly natural. 

Now you know that James Hill was not a modern 
type of young man who earns, say, $4,000 to $5,000 
a year and likes to keep up with the Jones’s who 
have an income of $10,000 a year. 

There was a different mode of living at that 
time, you will say, but I’ll wager that a lot of those 
fellows that worked with James Hill were also 
complaining that their wages were too low to 
meet their expenses, although James Hill managed 
to save. 

James Hill made it his business to have money. 
I’m sure he didn’t consider every present-day lux- 
ury a necessity as do many young men today. 

A man’s earning power depends upon himself 
today just as much as it did at the time James 
Hill was a young man. How many of the boys 
that worked with James Hill rose to the same 
heights? 

Times may have changed, but human nature 
remains the same. The average young man to- 
day does not think of additional earning power in 
terms of savings, but thinks of it only as so much 
more money to spend, 
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in Last Issue! 


The wonderful things that are here in this world 
are for all of us, but they go only to those who 
work with the idea of saving so that they may 
sometime possess them, and they have got to cre- 
ate their own earning power, as every man’s earn- 
ing power is only as great as his initiative and 
ability to work. 

As Elbert Hubbard says: “The world bestows 
its big prizes in both money and honor for 
one thing, and that is initiative—and carrying 
through.” 

The man and woman who, in the first place, are 
used to the “good things of life” and are not will- 
ing to make sacrifices, should not marry on a hus- 
band’s income of $40 a week unless the wife is 
willing to work alongside of her husband and sup- 
plement his earning power. 

As for the other man “not so used to the good 
things in life,” who has to manage on $2,000 a 
year, he will be able to manage. 

I know a married man of this class, earning $35 
per week, who owns a $5,000 cottage built out of 
savings. 

The man who cannot save on $2,000 a year will 
not be able to save on $10,000 a year. Worse than 
that, he will be living at the rate of $3,000 when 
his earnings are $2,000, and at the rate of $12,000 
to $15,000 when his earnings are $10,000. 

If you really want to give some good advice 
along lines of correct thinking to the lot of am- 
bitious men and women that read the Building 
Your Future Income Department, tell them: 

(1) That the man whose earning power re- 
mains stationary is going back. He’ll earn less at 
50 than he does at 30. 

(2) That to increase his earning power in tlie 
position he holds let him create something that 
can be turned into actual dollars and cents, because 
that’s the only test of value. 

(3) Let him manage to save from his income, 
and let at least three-quarters of the additional 
income secured go toward the savings account, and 
not toward additional aving expenses. 

(Signed) C. G. WYCKOFF, Treasurer 
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How I Would Solve These 


Insurance Problems 


Readers’ Queries Analyzed and 
Carefully and Fully Answered 


By Fiorence Provost CLARENDON 


WHAT HAVE THE GERMAN 
COMPANIES DONE? 


kKeader Asks How Beneficiaries of 
German Insurance Policies 
Have Fared 


e is a@ question that has 
1 to me on which I do not 
to locate anything. Perhaps 

Department can answer it and per- 
also the answer to the Insurance De- 
ent will have the same bearing on the 
bility of taking out insurance with Fra- 
1, Mutual or Old Line Companies and as 
ether there may be disadvantage under 

conditions of buying non-participating 
nee. The question is this: 


recently oc- 
seem to be 
your In- 


What have the German Life Insurance Com- 
panies done in the way of paying death claims 
o their o'd policy holders, who paid for most 
of their insurance before the mark began to de- 
preciate in value? Have the benejiciarics of 

German policies fared any better with 
pating than they have with non-partici- 
) policies? Have those carrying fraternal 
nce or insurance with Mutual companics 
any better than those carrying insurance 
the Old Line companies?—K, 8., New 
N. Y. 


e question you raise is a very in- 

ting one, although you can readily 

rstand that we are not fully familiar 

the kaleidoscopic situation of the life 

ance companies in Germany. We 
have been informed, however, that 
many beneficiaries under policies which 
have become claims have refrained 
from making a claim, because the 
amount in Marks is not worth collect- 
ing; also the collection of premiums 
has ceased, and insurance condi- 
tions are in a chaotic 


liquidated, and such property owners have 
become wealthy. In general, it may be 
said that when the financial structure 
of a great country like Germany gets 
into that state of chaos, some of the 
citizens will profit largely and others 
will suffer—the gainers being usually 
those who have the legal control of 
tangible assets, such as real estate, 
merchandise, etc. 

It must be borne in mind that the Ger- 
man situation is simply an extreme case 
of a very common occurence. It is a 
well-known economic rule that when 
prices according to the 
standards, all citizens possessing contracts 


rise, currency 


or securities which mature in the future 
necessarily lose, because the sum they re- 
ceive, whether in gold or in other cur- 
rency, will purchase less. On the other 
hand, when prices fall, the opposite con- 
dition exists. It follows that people who 
take life insurance and pay premiums for 
twenty years, during which the price of 
commodities is falling, will make a con- 
siderable profit over and above the normal 
benefit of their life 
and vice versa. 

We are not aware that the holders 
of participating policies in Germany 
have fared any better than those hold- 
ing non-participating. 
might be an advantage in the participating 


insurance contract, 


In theory, there 


contract when conditions reach that state 
of chaos, but it is too soon yet to de- 





v7. J. LAMONT. 


CALLE AGUIAR 71 
HAVANA 
CUBA 


Dear Miss Clarendon:- 


It is a pleasure to have 
your interesting and informative 
letter of September 13tn., which 
Teached me this forenoon, 


I Can see the wisdom in- 
herent in your suggestion that 
I take’an & or 10 year Endow- 
ment Policy, on my own life.so as 
properly to provide for the further 
education of my son. 


Please accept my cordial 
thanks for your advice. 


Good wishes. 
Youre very trypy, 
Ss 


Mies Florence Prévoet S atenden, 
NEW YORK CITY. 


1 


September 16th. 1923. 





THANKS FROM CUBA! 
Mr. J. J. Lamont, a resident of Havana, 
expresses his appreciation of Mrs. Claren- 
don’s aid 


termine accurately what the outcome ol 


the situation in Germany is likely to be. 


TO LEARN TO SELL LIFE 
INSURANCE 


Some Suggestions to a Would-Be 
Salesman 


I am a constant reader of Tur 
WALL STREET. After reading & of th 
questions answercd by you I have come t the 

clusion that what you don’t know about 

insurance isn’t worth knowing 
thorough knowledge of the game 
in asking you for a little advice 

I am 23 years of age with 
school education, of slim build 
heart that keeps me from do 
work whatsoever. I have had sor 

as a salesman 
the idca of 
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state. We understand 
also, that many policy- 
holders are adopting a 
waiting attitude in order 
to see whether there 
may not be legislation 
favorable to themselves, 
because some of the 
companies hold assets 
of a tangible and valu- 
able character, while 
their policy obligations 
have diminished to the 
vanishing point. 
here are many other 
iliar conditions in Ger- 
y which are equally 
resting. For example, 
it is stated that many 
farmers who had mort- 
gages on their farms have 
paid off the indebtedness 
the depreciated 


ADJUSTMENTS 
CREDIT CHECKING 
COLLECTIONS 


value 


THE GREbDIT CLEARING HOUSE 


ESTABLISHED 1888 


Jonn W Campsect,Presioent 


1S VANDERBILT AVENUE. Grand Centra, Tenminar, NEW YORK, N.Y 


Sept. 26, 1923, 


The Magazine of Wall Street, 
42 Broadway, 
New York City. 


Attention: 


Dear Madam: 


I wact to thank you for your letter of September 2let which wes 
indeed very interegting. 


Yours very truly, 


Sitlinc 
one G. SILLIMAN 


Director of Servide. 


Florence Provost Clarendon. 


Life insura 
there is 
d every ma ( 
possible prospet 
OFFICES IN ALL vould like you 
PROMINENT TRADE . > on a. 
CENTRES Ale 
selling 


a good « 
myself in th 
Any small an 
tion w 
er will be 
iated I. B 


appre 
Mass 


If you are interested in 
selling Life Insurance and 
willing to 
tematic and 
thought in the 
the subject in 
prepare yourself for field 
work, there is no 
why should not be a 
successful agent 

The 
surance salesman of today 
is thoroughly versed in the 
details of this particular 


give 
intelligent 
study of 
order to 


are sys- 


reason 


you 


successful life in- 





the Mark, 
their farms 
Other mortgages in 
manner have 
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and now 


free and 


been 


Mrs. Clarendon’s 
Tue Macazine or WALL Streer. 


ANOTHER FRIEND! 


insurance answers are constanily 


winning neu 
The above is typical of the many letters of 
appreciation the Insurance Department hes received 


field work, and he 
familiarizes himself with 
all the principal policy 
(Please turn to page 1147) 


1105 


class of 


friends for 





How I Have Barricaded the Door 
Against Old Man Wolf 


Methods I Have Pursued in Providing My 
Family with Shelter, Income and Protection 


EING thirty-three years of age, 

with very little capital and every- 

thing ahead of me, I have evolved 
a plan of providing for my family, based 
on the economic necessities of food, cloth- 
ing, shelter and estate. 

Having married, my first problem was 
to find a way of establishing an estate 
as soon as possible. Of all the means 
of establishing estates the life insurance 


By C. S. 


your rent decreases as your equity in- 
creases, to a point where the minimum 
rent is reached which is based on the 
operating costs, insurance, taxes, etc., of 
the building, in all of which you have a 
voice. Financially, it works as follows: 
The four-room apartment, in the tax- 
exempt building, costs $5,700.00. One 
thousand dollars is paid down, with an 
agreement to pay one thousand dollars in 


estate, a small home and a small rent, 
if I should die tomorrow. 


With my wife as a widow, a source 
of income must be provided, if pos- 
sible, to take care of living expenses— 
food, clothing, etc., otherwise she would 
be compelled to live on the balance of the 
principal of the life insurance policy 
which would not last very long. 
As a means of 


policy was my first 
choice. The endow- 
ment policy did not 
appeal to me as it 
seems to be an obli- 
gatory savings ac- 
count with life insur- 
ance thrown in. I 
prefer to have my in- 
surance separate, and 
place my savings into 
a home or _invest- 
ments. With this in 
mind, I decided to 
take a thirty-payment 
life policy for $10,000 
on my life, being the 
breadwinner, with my 
wife as_ beneficiary. 
I did not make my 
estate the beneficiary, 
for it would mean 


creasing my estate 
and securing an 
come, I have turned 
gy to the bond market, 
pr and for the past t 
= years have been 
640.00 studying the various 
346.25 issues and making 
692.50 purchases according- 
692.50 ly, on the partial pay- 
780.00 ment plan. 
622.50 I am not in a p 
622.50 tion to devote all my 
1,400.00 time to a_ study 
oo the relative merits 
"667.50 of the various bonds 
667.50 listed on the market, 
496.25 so I supplement my 
meagre study 
them by consulting 
THE MAGAZINE 
WALL STREET 











MY BOND HOLDINGS * 
Current 
Interest 
7.47 
7.34 
8.75 
7.40 
7.32 
6.60 
8.33 
7.14 
6.55 
6.82 
7.47 
10.61 
6.18 
6.13 
11.04 


Purchase 
Price 
$535.00 
545.00 
571.25 
270.00 
546.25 
600.00 
600.00 
560.00 
610.00 
1,175.00 
1,070.00 
1,130.00 
647.50 
652.50 
452.00 


Yearly 
Bonds Income 
Missouri Pac. Gen. 4s/75 
Missouri Pac. Gen 4s/75.... 
Interboro R. T. Ist 5s/66 
S. L. & S. F. p. 1. 48/50 
S. L. & S. F. p. 1. 48/50 
S. L. & S. F. p. 1. 48/50 
Hudson & Man Ist 5s/57 
Southern Ry. Gen. 4s/56 
Southern Ry. Gen. 48/56 
Chicago & West Ind. 4s/52.... 


23232 


ss 
Sss 


2233) 


Mo. Kan. & Tex. p. 1. 4s/62... 
Mo. Kan. & Tex. p. 1. 4s/62.... 


Mo. Kan. & Tex. adj. 5s/67.... 50.00 


te ND IND IND et et et et ee 





$17,500 $770.00 7.62 $9,965.00 $11,357.50 


* This list is based on prices existing at the time the list was compiled. Since 


then many changes have been made in it. It demonstrates, however, the good and 


lawyer’s fees, delay 
in payment, possible 





use of the bond market made up to the time specified. 


my broker. 
At first, I bought 











litigation and _  ex- 
penses, when the time 
came to settle my affairs. I preferred 
the thirty-payment life policy at my age, 
as it is the highest annual premium rate 
I can afford now, for a definite period of 
payments, and for the largest principal 
of life insurance. My premium is $206.20 
annually for $10,000.00 on a Government 
War Risk Insurance Policy. 


AVING laid the cornerstone of my 
estate, the next necessity which ap- 
pealed ta me for providing for my fam- 
ily, was to secure shelter—a home. 
After debating, pro and con, investi- 
gating, planning houses, one-family, two- 
family, bungalows, etc., for two years, I 
came to the conclusion that under pres- 
ent building conditions and my financial 
circumstances it would be best for my 
wife and me to buy a cooperative apart- 
ment on a sound basis, of four large 
rooms, with all improvements, in a good 
community, convenient to the city. Should 
my wife become a widow, not being of 
the “Amazon” type, she would be com- 
pelled to do all the chores or hire (ex- 
pense) someone else to do them for her, 
if she had a house. Also, with the co- 
operative apartment or your own house, 
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two semi-annual payments and ninety-two 
dollars monthly. Approximately half of 
the monthly payment is credited to pay- 
ing the balance of the mortgages and in- 
terests, and the other half to operating 
and fixed charges, as your proportionate 
share of the expenses of the building. If 
you owned a house, under the same con- 
ditions, your operating and fixed charges 
would be much higher, saying nothing 
about commutation. At the end of six 
years, the balance of the mortgage is paid 
up and your expenses will be about forty 
dollars a month for the apartment. 

To further protect my family and the 
investments in the home and furnishings, 
I am carrying household insurance of 
three thousand dollars at the premium 
rate of $18.00 for three years. 

Fire and Liability Insurance on the 
building are taken care of proportionately 
in my monthly payments. 

With my life insurance policy of 
$10,000.00, to cover the balance of my 
mortgage on the four-room coopera- 
tive apartment, amounting today to 
$4,100.00, and having taken care of 
household, fire and liability insurance, 
my small family is assured of a small 


from 6% to 7% pet 
cent bonds, and paid close to par for 
them. By studying, doing a little arith- 
metic and getting the advice of some suc 
cessful investors, I changed my plan and 
confined myself to bonds selling at a dis- 
count. My reasoning was, that if I paid 
96% for C. B. Q. 6%s, 1936, my princi- 
pal, if held to maturity, would only be 
$1,000.00, but by buying long-term second 
grade and speculative discount bonds with 
a future, for a little more capital I would 
about double my principal at maturity and 
receive a higher current interest. 

I may be severely criticised for plac- 
ing my hopes in second grade and spec- 
ulative bonds, but feel that I can take 
a business man’s chance and watch my 
investments. 

After discussing the matter with ot 
broker (by the way, my wife does all the 
discussing and running around) we de- 
cided to adopt the plan. I have my wile 
do all the buying, selling, inquiring and 
keeping of accounts, so that when the 
time comes she will be as familiar with 
bonds and bond transactions, as she 
with her dishes 

As a result of maneuvering, we boug)it 
and sold bonds and stocks, made some 
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money and lost some, until today we have 
the plan fairly well in shape and will 
stick to it, always of course with the 
reservation of changing the bonds as in- 
dications demand, 
uu may call this speculating in bonds, 
my aim is to increase the estate and 
ire an income by buying long-term 
unt bonds with a future, to the 
unt of $20,000.00 in principal, while 
opportunity exists for securing bonds 
iply. I can take my time paying them 
with money that is cheaper, as a re- 
of deflation, which seems to be on 
way. 
t present, my account with the broker 
ists of the bonds shown in the accom- 
ing table. (Editor’s Note: Prices in 
table are as of date of this writing.) 
study of these figures with results to 
will give a better idea of how I ex- 
to increase my estate and secure an 
me, than any detailed analysis I might 


c. 


<> 


At present I am paying 6% on the bal- 
ance of the indebtedness to my broker, 
but can afford to, owing to the average 
current interest I receive from the bonds. 
I use all available surpluses to pay off 
the bonds, my object being to own them 
outright as soon as possible and then be- 
gin to worry about logarithms, compound 
interest and reinvestment methods. 


HERE are still two things that I ex- 
pect to do before I shall be satisfied 
with the provisions made for my family. 
The first is to take out another policy of 
$10,000, possibly ordinary life insurance, 
to cover the indebtedness to my broker; 
and second, to take out an accident and 
health policy to cover my yearly income. 
Being fortunate enough to enjoy robust 
health, and with the law of averages in 
my favor, I feel that this old veteran is 
doing about all that can be done, under the 
present circumstances, to provide food, 
clothing, shelter and an estate, for his 
family in the event of his death, 
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The Investor's Catechism 


A Guide-Book for Those Who Are 
Beginning to Build for Independence 


-You thoroughly believe in investing 
profit for all classes of persons, do 
not? 

No—not, that if I correctly 
rpret your use of the expression “in- 
vesting for profit.” Such investing, as I 
] upon it, is in the final analysis a 

m of speculation. The single word 

fit” makes this so. 

‘ow, speculation, to be successful, pre- 

poses certain things. First, the person 

undertakes to practice it must have 
long experience in, and must have 

n many years’ study to, the security 

rkets. Secondly, he must posses what, 

lack of a better term, has come to 

called a “trading sense”—that is, a 
pacity f recognizing opportunities 


; : 
is, 


tor 
n they develop, sizing them up cor- 
tly and basing proper commitments 
n them. Thirdly, he must have ample 
uurces to back up his judgment and 
ulwark him against the occasional losses 
t he must suffer. 
Obviously, not all persons possess these 
perquisites. The beginner, cer- 
ily, has no experience. Others who 
ve been at it for a long while often 
d that they possess no trading sense. 
ll others, with the experience and the 
iding sense, have not the resources 
needed to back their judgment up. 
For such persons, investing for profit 
uuld be avoided. Instead, they should 
INVEST FOR INCOME. 
O.—Just what do you mean by “invest- 
) for income”? 
A.—Investing for income, of course, is 
opposite of investing for profit. The 
in who invests for profit invests for the 
purpose of obtaining, from the subsequent 
1ovements of the securities he buys, an 
crease in principal—that is, a capital 
profit. He is not interested in what that 
ecurity will pay him, in the form of divi- 
dends or interest, during the period that 
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ce 


he holds it, except as he considers divi- 
dends and interest in connection with the 
speculative appeal of the security. Thus, 
men who invest for profit will often pur- 
chase securities paying them nothing at 
all—preferred and common stocks upon 
which dividends have been suspended— 
and often sell these securities as soon as 
payments on them are begun. All they 
are interested in is the price at which 
their commitments may be bought and 
sold. 

The investor for income, on the other 
hand, considers possibilities of a principal 
enhancement only secondarily, if, indeed, 
he considers them at all, He is not out 
after that. His primary, and often his 
objective, to secure, from his 
commitment, or from the medium he 
selects, the greatest income consonant 
with safety. When a new medium 
suggested for his surplus funds, the first 
question he asks is, “What will the in- 
vestment yield in the form of income?” 
the second question is, “What assurance 
have I that the income-yield will be 
permanent?” The amount of money in- 
volved in a purchase of this medium in- 
terests him only in its relationship to his 
available capital. 

Q.—Isn’t there a scarcity of mediums 
suited to “investing for income”? That 
is to say, are not most the mediums 
through which income may be derived 
of a “speculative” nature? 

A.—Everything is speculative, to some 
degree. Money in the bank will be lost 
if the bank fails. You can find nothing 
in this world that is totally and abso- 
lutely beyond the reach of fate—nothing 
that does not possess, in some degree, 
speculative elements. 

But finance has developed very 
recent decades; each succeeding genera- 
tion has seen the laws of the money- 
world perfected, to some degree, over 


sole is 


is 


fast, in 


those of the previous generation: In this 
development, no single field, perhaps, has 
been given more attention than that of 
the comparatively Safe Investment. As 
a result, we have today very many invest- 
ment-forms which, in the final analysis, 
are as safe as man-made laws can render 
them. 

Answering your question in fewer 
words: Nothing entirely safe; but 
finance has, over the years, perfected cer- 
tain instruments which are the nearest 
thing to absolute safety; and the number 
of these instruments is very large. 

O—Will you give some specific illus- 
trations of “safe” investment mediums 
now existing? 

A.—The basic investment medium for 
all classes the Savings Bank. Some 
people prefer to call this medium a “sav- 
ings” medium rather than an “invest- 
ment” medium; they hold that, propor- 
tions aside, the amount of money, in dol- 
lars and cents, a man’s savings can earn 
by the savings bank route is too small 
to be dignified with the title of “invest- 
ment income.” Nevertheless, the savings 
banks do, of course, pay interest on their 
accounts, and interest is income. 

I call savings banks the “basic” invest- 
ment medium for a reason: That is, they 
are not only the best known and most 
generally used medium but, from coast 
to coast, are the safest one. 

Next above Savings Banks, I would 
list Building & Loan Associations. People 
do not realize, I dare say, the amazing 
growth these institutions have had; neither 
do they realize the opportunities they 
afford for Income Building 

I have before me a report, entered last 
year, by the Secretary of the United 
States League of Building & Loan Asso- 
ciations. It shows that the assets of these 
associations total over 3.3 billions of dol- 
lars. Recollecting that the combined 
assets of the major life insurance com- 
this country total only about 
8 billions of dollars, we that the 
B. & L. associations, in point of assets, 
are over 40% as strong. 

From the investment standpoint, the 
B. & L. certificate is an ideal medium for 
the small investor: Such certificates pay 
a greater income than savings bank ac- 
counts; they may be bought on the in- 
stalment plan, which renders them that 
much easier to acquire; and, where they 
are acquired through regular and uninter- 
rupted payments, they have the virtue of 
establishing the investor's credit in an 
organization which can be of inestimable 
value to him in connection with the pur- 
chase or erection of a home (which most 
of us hope, eventually, to be able to do). 

The percentage of failure in the B. & L. 
field infinitesimally small. Neverthe- 
less, the laws governing these associations 
vary in different states, just as the sav- 
ings bank laws vary. For this reason, 
it must be suggested that the intending 
investor in B. & L. certificates should in- 
vestigate, very rigidly, the standing of 
the institution he has in mind, the calibre 
of its directors and the scope of the laws 
under which it operates taking 
action. 
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Should a $40-a-Week Man Buy a 


$13,500 


HE following letter has been received by the Home 

Building Department: 

I am taking the liberty of writing to ask your 
valued advice on the following matter: 

I am a young man, 33 years of age, married, having 
one child. At the present time my salary is $40.00 per 
week, and it is not likely that it will be much more than 
this for some time to come. 

Am contemplating purchasing a two-family house. 
What I would like to know is, what is the maximum price 
of home that I can conveniently afford to purchase and 
carry without its proving a burden? I have $6,000 in 
cash. Would you suggest that I pay $5,000 in cash on a 
home, carrying the balance in mortgages? 

Recently I looked at a house, the price of which was 
$13,500, and thought seriously of purchasing it, but am 
wondering if, with my salary, I could afford to swing 
such a home, and would the rent for the floor which I 
would occupy (bring $65 per month) be out of propor- 
tion to my salary? ‘ 

As there are so many twists and turns in figuring out 
one’s expenses in a proposition of this kind, which an 
amateur like myself would not think of, I am writing for 
advice before venturing into making an actual purchase. 


—P. A. X., Brooklyn, N. Y. 


The following reply was sent in answer to the above, be- 
ing reproduced here for the general interest it is thought 
to contain: 

An analysis of your situation indicates that a project of 
the dimensions you cite ($13,500) might prove somewhat 
more than you could afford to undertake. 

On the other hand, if your knowledge of real estate 
values is good, reasons could be given for encouraging you 
to embark on a similar project, but on a slightly reduced 
scale. 

Arguing from the basis of the $13,500 Two-Family 
Home referred to, and assuming a rental value for the 
“other floor” of $85 per month, and further assuming that 
you decided to finance the purchase of this home through 
a B. & L. mortgage in the sum of $8,500, your Home-Own- 
ing Costs, first year, should foot up about as follows: 

Yearly 
$13,500 Charges 
5,000 Cash @ 6% 


$8,500 B. & L. Mtge. 
@ $10 per mo. per M 


Insurance 
Repairs 


Rental-income from other floor @ $85 per 
month 


$1,020 


NET COST 


or approximately $55 per month. 


House? 


Now let us turn to your living-expenses, aside from the 
cost of maintaining title in your home. It is, of course, a 
dificult matter to map out a budget for a family whose re- 
quirements are not fully known, but the following may 
serve as a working basis: 

Monthly Yearly 

Clothing 
Medical 
...+-Household (including fuel)..... 
Recreation, Travel, etc 


With this as a basis, we find that your Home-Owning 
Cost of $55 per month, plus your Living-Expenses, as 
itemized in the budget shown, of $151, give a total monthly 
outgo of $206, or a yearly outgo of approximately $2,477. 

Comparing the monthly and yearly outgo with your 
salary of $40 per week, the schedule shows that, during the 
first year, you would be operating on a (monthly “paper” ) 
deficit of about $34, or a yearly deficit of about $392. 

It does not follow from the foregoing, however, that you 
will find yourself $392 “in debt” at the end of the first year. 
Referring back to the analysis of Home-Owning Costs, you 
will note that the first item was on account of your cash 
deposit ($5,000) @ 6%, and totaled $300. This item is 
inserted in accordance with the conventional practice of in- 
cluding in the carrying charges of a home the interest which 
the cash deposit, had it not been used in the project, would 
have been able to earn. It follows, therefore, that your 
actual disbursements during the year will be smaller by 
$300 than the amount shown in our tabulation, and your 
actual yearly deficit reduced from $392 to $92. 

Should you ignore this Cash Deposit charge? That is a 
question for you to decide. It is a charge against capital, 
not against earnings. In such a project as we have outlined, 
you would be investing at the rate of $510 per year, and it 
is your $5,000 cash deposit which makes the investment in 
this form possible. Furthermore, this investment will mean 
that, at the end of the B. & L. mortgage period (about 111 
years) your home-owning costs will be relieved of an item 
totaling $1,020 yearly, which will give you your own rent 
free. 

On the other hand, you cannot, we think, afford to ignore 
the contrast between the running costs on this project and 
your salary. Instead of a deficit, destined to eat up capital, 
there should be a surplus, available for emergencies. 

Our advice would be to wait for an opportunity to buy 
more cheaply. And to that we would add the warning that 
no bread-winner, in such a case as yours, can wisely assum« 
the obligations of home-ownership unless he has ample life 
insurance to cover the mortgage obligation. Remember 
this, when considering the next opportunity that comes you: 
way: It is not an opportunity—on the contrary, it is « 
menace—unless it is available on terms which do not render 
life insurance protection prohibitive. 


THE MAGAZINE OF WALL STREE! 





Points for Income Builders 


Definitions of Some of the More Frequently 
Heard Business and Financial Expressions 


“PRICE,” ob- 

A viously enough, 
is the figure 

put on a given prop- 

, which is offered 

sale; but there 

are several kinds of 

i “prices,” varying in 

significance from one 

her. Some of these may be defined 


Bid and Asked Price 


he price which one expresses him- 
as willing to take for a property 
offers for sale is the “asked” price. 
price which one is willing to pay for 
h a property is the “bid” price. The 
seldom agree, at the beginning, and 
only when, after the usual negotiat- 
they are brought together that a 
saction may be effected. 


Cost Plus 


\rticles of one sort or another are 
ten offered for sale on a “cost plus” 
is. Services may be offered on a simi- 
basis. The purpose of such a basis 
y be two-fold; it may be either to pro- 
t the intending seller in the event that 
cannot accurately pre-determine the 
ense involved on his own account in 
lfilling the contract; or it may be for 
protection of the intending buyer, who 
hes assurance that the profit exacted 
m him will not exceed a given per- 
tage. 
lhe expression “cost plus” needs some- 
hing more to make it complete in actual 
es. The additional thing needed is the 
ercentage over cost agreed upon by the 
parties. Thus, in the case of a man- 
ufacturer, who undertook to produce a 


given article at a price assuring him 10% 
profit over and above manufacturing 
costs, the contract would be on the basis 
of “Cost Plus Ten Per Cent.” 


Firm Price 


Occasionally, a broker (or other inter- 
mediary) will receive an order from a 
customer to offer a property, or security, 
at a given price for a given period of 
time. That is to say, the customer con- 
sents to dispose of the property, at the 
price agreed upon, to anyone offering that 
price within the period named. This 
might be known as a “firm” offer; and 
the price involved as a “firm” price 


Market Price 


The market price of a given security 
is the last price at which that security sold 
up to the time inquiry is made. 

Investors should not confuse “market 
price” with “bid and asked” price; the 
latest transactions may have been—often 
will have been—effected at a figure con- 
siderably apart from the prevailing bid 
and asked levels. 


Net Price 


In the purchase of property of most 
sorts, commissions, discounts, etc., are 
frequently involved. “Net price” is the 
price mentioned in the transaction 
these items. 


less 


Nominal Price 


Investors frequently receive reports 
such as “It is offered nominally at such- 
and-such a figure,” or “the nominal price 
of that security is so-and-so.” In such 
cases, the fact generally is that no hard 
and fast price can be found for the se- 


curity, or property, in question, so that 
those dealing in it have, for the time be- 
ing, to content themselves with an esti- 
mate of what a hard and fast price would 
be, were a transaction to occur. 


Spot Price 


Commodities may be bought for im- 
mediate delivery or for future delivery. 
That is, the buyer may undertake to re- 
ceive the property purchased at once, 
assuming the responsibility of “carrying” 
it, or he may purchase it with the under- 
standing that actual delivery is not to be 
made until some future time, the seller 
to retain it meanwhile. 

In a transaction involving immediate 
delivery, prices are said to be on a “spot” 
basis; in one calling for future delivery, 
prices are on a “future” basis. In the 
first case, the buyer is buying “spot” cot- 
ton, wheat, corn or oats; in the second, 
he is buying wheat, corn or oats “fu- 
tures.” Of course, the spot price rules 
lower than the future delivery price un- 
der normal conditions since a transaction 
effected on a spot basis relieves the seller 
of the burden of carrying charges and im- 
poses them on the buyer. 


“To Arrive Price” 


Goods dispatched for delivery to a dis- 
tant point are frequently sold on the un- 
derstanding that the price involved will 
be paid upon their arrival or delivery. 
Such terms are on the basis of the “to 
arrive price.” 

Note: Inquiries as to whether or not 
Points for Income Builders will be pub- 
lished in book form have been received 
and are hereby acknowledged. It is not 
the present intention of the publishers to 
do this. Meanwhile, investors may be ad- 
vised that excellent educational books 
along similar lines are immediately avail- 
able, particularly Montgomery Rollins’ 
“Money & Investments” and the Crowell 
Company's “Dictionary of Business and 
Finance.” 





Prize Contest Announcement 
in Next Issue! 


The work of comparing the merits of the many 
articles submitted in the recent prize contest and of 
determining the winners, is, at this writing, about 


completed. 


It should be possible to publish the final decisions 
in the next issue. 

Immediately thereafter, all those submitting articles 
in the contest, whether winners or not, will hear 
directly from the Editorial Department. 
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What Happened to Oil Bonds? 


How Securities in This Group Weathered Investment Showers 


By W. M. GEOFFREY 








COMPARING;HIGH » » 
LATEST ” * 


OIL 


REF. 
5.F. CONV] S.F.GEN'L s s o's 
1942 


85,190 | 65,1952] 19 1931 








Fluctuations In Oil Bonds 
January ~September,1923 


FIRST PRICE OF YEAR. 


5ias 
1925 


fo YIELD BASIS 





mas REF. react 


7's 5.F. 3.F. S.F. 5.F 
1957 85,1991 | 8,193 | 85,1936 | Bs,1931 








and twists to which the price trend 

of investment securities is addicted, 
it is always interesting and sometimes 
highly illuminating to survey the market 
actions, during the “twist,” of individual 
issues. 

The investment market having recent- 
ly experienced a rather decided twist, the 
thought occurs to examine the price 
movements of fepresentative Oil Bonds; 
and the results of the examination prove 
rather interesting. 

So far as the oil group as a whole is 
concerned, the first graph presented here 
is instructive. Out of eleven representa- 
tive oil issues (chosen from the more ac- 
tive of those dealt in on the New York 
Stock Exchange) we find that: 

(1) All but one of the issues is sell- 
ing today at the highest yield basis for 
the year. 

(2) Only one yields less than 6% at 
this writing, while three yield over 8%, 
six yield over 7%, and one more than 
14%! 

(3) Fluctuations in the yield offerings 
of these bonds, comparing the lowest yield 
of the year with the present yield, have 


1110 


A FTER one of the unceasing turns 


extended from a fraction of one per cent 
to as much as 6%—the latter, of course, 
being a phenomenal variation. 

“These observations lend themselves to 
three rather practical conclusions: First, 
it is evident that oil bonds, so far as illus- 
trated by our specimens, have suffered 
very extended price declines. As a mat- 
ter of fact, it is doubtful whether any 
other bond group has lost so much ground 
in recent months. Secondly, it is evident 
that the yield basis which the group has 
reached is substantially “out of line,” 
from the standpoint of credit in general. 
Thirdly, one is tempted to conclude that, 
if individual members of the oil-bond 
group can be found that are even reason- 
ably well-intrenched, from an investment 
point of view, and related to companies 
of reasonably secure industrial standing, 
such issues might well prove highly in- 
teresting speculative media for consid- 
eration at this time. 

Oil depression, from the industrial 
standpoint, is more and more generally be- 
lieved to have been overdone. The hordes 
who listened to and believed the “short- 
age” talk of three years ago seem to have 
merely switched their opinions from one 


extreme to the other; today, their how!- 
ings about an over-supply may be as good 
cause for amusement as were their rant- 
ings about under-supply in 1920-21. 


Individual Features 


With the investor in agreement that d 
pression hysteria has been overdone as 
concerns the oil world in general, it | 
comes worth while to examine particular 
issues. 

For this purpose, the first graph is 
again helpful. It shows that, from a yield 
standpoint, the oil bonds most attractive 
to the purse are the Barnsdall 8s, the 
Producers & Refiners 8s, the Pierce Oil 
8s, and the 8s of Marland Oil. These 
are the issues which, having lost m« 
from a price standpoint, have gained most 
from the standpoint of yield. 

If we turn to our second graph, trac- 
ing the Price Fluctuations in these bonds, 
we get an even better idea of what they 
have gone through. The Producers & Re- 
finers 8s have moved from 124 to 133, and 
since down to 110%; the Barnsdall &s 
from 103 to 94 and back up to 98; the 
Pierce Oil 8s from 96% to 98 and thence 
down to below 70; and the Marland 8s— 
star performers of the oil-bond group 
from 124 to above 16l1—and then down 
113! 

This exhibit emphasizes the conclusion 
suggested above, viz., that, from a rela- 
tive price basis, several of the oil-bond 
group are now selling at bargain prices 
Also, it suggests another  conelusion: 
These oil bonds, in their gyrations this 
year, have demonstrated, quite conclu- 
sively, how little claim they possess to 
what the average investor believes the in- 
vestment characteristics of all bonds to 
be. They have displayed a proneness to 
price advances and declines scarcely less 
sensational than those for which the com- 
mon stocks of oil companies are famous. 

Obviously, then, if anything distinctly 
attractive can be found in this oil group, 
it cannot be recommended except as 2 
simon-pure speculation. 


Comparative Merits 


After an examination of the investment 
status, and the standing and earning pow- 
ers of the companies behind them, the 
four bonds cited rate as follows: 

For the one of the four possessing the 
greatest investment qualifications—most 
attractive, that is, from an investment 
point of view—the choice would be Pro- 
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ducers & Refiners 8s. For the one pos- 
sessing the greatest speculative possibili- 
, the choice would be the Marland 8s. 

r the mixed investment—inclined slight- 

more toward the speculative than Pro- 
lucers & Refiners 8s, but not quite so far 

yard it as the Marland 8s—the choice 
uld be the Barnsdall 8s. For the 
umbler’s chance,” the choice would be 
rce Oil. 

Brief descriptions of the companies be- 
hind the four issues follow: 

PIERCE OIL. Pierce’s capitalization 

sists of the 10-year 8s ($1,900,000), $15 
llions of 8% cumulative preferred and 
little less than $30 millions of common. 

[The corporation has, since its organi- 

tion, had about as discouraging a career 

could be cited. From the proud estate 
a one-time branch of the Standard Oil 
mily Tree, it has developed into an in- 
pendent famous for the purposeless or, 
least, unproductive animosities of its 
inder, for an endless series of misfor- 
es and for what, up to the close of the 
rece régime, can only be described as 
highly unsuccessful career. The “break- 
point” occurred early this year when, 

e to the passing of too many due-divi- 
lends on the company’s preferred stock, 

ntrol went out of the old hands and 

to new ones. 

The newcomers, according to the best 

ormation, have found themselves in 

ntrol of aconcern poor in property hold- 

ings, having an inadequate marketing or- 
nization and worse than no industrial 
stige—a company of depleted earning 
wer and limited resources. 

Under the circumstances, the rapid 

irket decline in the Pierce Oil bonds 

nnot be. attributed solely—or even 
largely’—to industrial depression. It 
ist, indeed, be assigned to the difficul- 

s with which the new régime finds it- 

f confronted. True, the spokesman of 
the preferred holders has been quoted as 

ving that efforts will be made to secure 

services of a competent executive 

iff, for the purpose of rehabilitating the 

ierce organization, but there are those 

ho believe that the best executive staff 

the country would have a long, hard 

ww to hoe before it could accomplish 
much in the way of results. 

Altogether, Pierce Oil bonds are evi- 
dently selling to yield over 14% be- 
cause they are the last word in “spec- 
ulation” from a bond buyer’s view. 
No one in his sense would purchase 
them, even at these reduced levels, ex- 
cept as a gamble enjoying only the 
glimmerings of hope. 

MARLAND OIL. Marland Oil has a 
unded debt of more than $10 millions, 
ut in this debt, the 10-year 8s rank first. 
‘apital stock consists of 1,131,554 shares, 

f no par. 

Marland’s fortunes may be traced by 
the actions of its common shares. They 
tarted the year at around 27; they ad- 
vanced to close to 60 (at just about the 
time, by the way, when a writer in The 
Magazine incurred the hostility of nu- 
merous stockholders by advising against 
commitments in the issue); later, they 

(Please turn to page 1136) 
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Public Utilities 


7% Or Better on An Investment in 
Public Utility Securities 


Suggesting How Small Investor Can Benefit From 
Current Depression in Markets and Secure Some 
Unusually High Yields Without Sacrificing Safety 


By JAMES N. PAUL 





HE current inactivity in the markets 

for investment issues furnishes an 

opportunity for the small investor. 
By specifying markets for investment se- 
curities, the more or less_ speculative 
issues of common stocks of public utility 
companies are excluded and reference is 
especially made to good bonds, notes and 
preferred stocks which now seem to be 
selling at unusually attractive prices. 

The stock market may advance or. it 
may go still lower before advancing, but 
it cannot be disputed that inactivity in 
the bond markets and failure of the public time ¢ Eatimated number of times dividend earned as earnings statement not yet availab!e. 
to absorb more quickly the many issues 
put out earlier this year, has created a - ~ — — : — 
situation extremely favorable to the small 
investor who can now secure yields for 
investment purposes to net 7% or better 
with the possibility that later on he may 
benefit from enhancement in value of his 
securities should he wish to sell them. 
Good preferred stocks also are selling 

out of line. The downward movement in 
the stock market among the more specu- 
lative issues has carried good preferred 
stocks along. While this situation, both 
as to bonds and preferred stocks, is more 
or less general among all classes of in- 


SUGGESTIONS FOR INVESTMENT IN PREFERRED STOCKS 
OF PUBLIC UTILITY COMPANIES 


*No. of 
Times Pfd. 
Yield Div. E’ned 


Recent 
Rate Price 
5% 50 
7% 90 
6% 65 
8% 100 
79 i 


Market 
. ¥Y. Curb 
. ¥. Stk. Ex. 
. ¥. Stk. Ex. 
. ¥. Stk. Ex. 
. ¥. Stk. Ex. 


Issue 
Hudson & Manhattan Railroad pfd. 
Metropolitan Edison Co. pfd 
Market St. Ry. of S. Fran. pr pfd.. 
Pub. Serv. Corp. of N. J. 8% pfd.. 
Pittsburgh Utilities 7% pfd *1 

* Stock is $10 par value. _ . , 

+ On the basis of straight 7% payment but stock participates with common in extra 
dividends, and extra of 242% has been declared. On this basis, adding 214% to regular 7% 
basis, stock would show yield of 8.7%. Additional extra payments are looked for from 











Markets for public utility bonds si: 
February have done practically nothing 
the way of activity, though prices n 
show considerable recessions from figu 
of seven and eight months ago, when t 
peak of high prices was about reach 
after a nine-month upward swing. Si 
that time there have been undisput 
signs that the public was not absorbi 
the many issues which had been comi 
out, though at the present time it is | 
ginning to look as if considerable n 


based on monthly earnings so far, will un- 
doubtedly have the best year since 1917, 
when inflation first began to hit them. 
Even properties which before the war 
period did little in the way of earnings, 
under more lenient treatment by the rate- 
making bodies, are now beginning to show 
results. Take, for instance, Hudson & 
Manhattan Railroad operating, the tubes 
between New York, Jersey City and 
Hoboken. The company up to a year ago 
was able to do little toward meeting bond 


dustrial and railroad issues, the purpose 
of this article is to recommend and point 
out some opportunities among the public 
utility companies. 

The public utility companies this year, 


interest on all issues, yet earnings state- 
ments this year indicate that preferred 
dividends will be earned five times. The 
preferred issue has recently been placed 


on a 5% annual basis. 





Rate 
1% 
6% 


% 
8% 
7% 
7% 
5% 
Hes, % 

° 
5% 


Issue 
tAppalachian Power Secured 7s... 
tCommonwealth Pr. Corp 25-yr. 6s 
+Cons. Cities Lt., Pr. & Trac. 5s.. 
Detroit United Ry. 1st Coll s. f. 8s. 
{Federal Lt. & Tr. Ser. A Deb. 7s.. 
tGen. Gas & Elec. Series A 7s.... 
{Hudson & Man. Adj. Income 5s.. 
tIndiana Power Co. Ist gold 7%s.. 
{Northern Ontario Lt. & Pr. 1st 6s 
Schenectady Ry. Co. Ist Ser. A 5s.. 


1922 annual report. 


t Before depreciation. 








Matur- 


ity 

1936 
1947 
1962 
1941 
1953 
1952 


Yield If 
Held to Recent 
Maturity Price 
7.0% 
7.2% 


{| These issues are obtainable in denominations of $500. 


Those issues which shown as being unlisted in the larger stock exchanges enjoy a ready 
market in New York City among investment houses trading in the unlisted stocks and bonds. 


*Total 


Int. 
Earned 
2.3 

4.7 


p* PO 80 + GO BO 20 20 
PAoOnTourwo 


* Denotes number of times bond interest on all issues was earned on 


These issues are obtainable in denominations of $100 and $500. 


SUGGESTIONS FOR INVESTMENT IN PUBLIC UTILITY 
BONDS AND NOTES 
Times Bd. 


Market 


Unlisted 
N. Y. Stk. Ex. 
Unlisted 
Unlisted 
N. Y. Stk. Ex. 
Unlisted 
N. Y. Stk. Ex. 
Unlisted 
Unlisted 
Unlisted 


the basis of the 











financing is likely by utilities on the bel 
that the market has about absorbed t 
excess. 

Public utility companies are natura 
not affected to the same extent as 
dustrial companies by general swings 
business. They suffer during inflati 
periods when labor and costs of materi: 
are high but in normal periods of busin« 
and even during poor times, continue 
pile up good earnings. In poor tim 
labor is cheap and plentiful and operati 
costs low, theugh demand for service 
the part of the public continues. 

The investor seeking the best inv 
ment among public utility compan 
should naturally seek the power co! 
panies. The trend is toward hydro-el 
tric projects owing to low cost of prod 
tion after initial expenditure for plant | 
been made. There are also hundreds 
companies producing electric energy 
steam which are good earners and w 
continue to be. 

Gas companies are also doing we'l, 
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ch it 1s bemg uemou- 
d more and more each 
that electricity is dis- 
g gas practically all 
the country for light- 
uuirposes. Uses for gas 
becoming more varied, 
ver. 

traction companies 
more or less specula- 
but there are still many — 
opportunities offered 
ompanies which have 
nstrated their ability 
ike money on a 5-cent 


Issue 


Detroit 


is suggested to the 
1 investor who wishes 
nake an investment in 





Columbia G. & El... .*$2.60 
Consol. Gas (N. Y.).. 
Rdison....... 
North American. ..... ' 20 
Philadelphia Co . ° t 44 


Earnings per sh 
December 31, 1922 


SUGGESTIONS FOR INVESTMENT IN COMMON 
STOCKS OF PUBLIC UTILITY COMPANIES 


E'nings Per 
Share Recent 
on Com. Price 
+$5.00 33 
$20.00 60 
11.12 102 
15.21 


Div'd 
Rate 


5.00 
8.00 


* No par value capital stock. 

+ Earnings per share on the basis of estimates made on 8 months’ report 
to August 31, shares having been split up on basis of 3 for 1 this year. 

t Earnings per share on average amount of capital stock outstanding. 

§ On $10 par value common stock. 
) { Earnings per share are for 12 months ended June 30, 1923. 
$ On $50 par value common stock. 


Market 

. Y. Stk. Ex. 
. ¥. Stk. Ex. 
. Y. Stk. Ex, 
. ¥. Stk. Ex. 
. Y. Stk. Ex. 


are unless otherwise stated are for 12 months ended 


safe with possibilities of 
higher prices for the 
bonds. 


Hudson & Manhattan 

The come-back made by 
Hudson & Manhattan Rail- 
road Co. this year has been 
remarkable. Both the 5% 
adjustment income 
and 5% preferred stock do 
not as yet appear to have 
discounted the improved 
earnings which are being 
returned each month this 
year. They are recom- 
mended as showing a 
high yield at these prices 
in addition to the fact 


bonds 








ties that the bulk of 

be placed in power companies’ se- 
ties. A ratio of 50%, 30% and 20% 
inds divided among power companies, 
companies and 


ke 


tractions seems de- 

bonds of telephone companies are 
treated in this article owing to the 
ll yields offered on the investment. 
ut 5%4% seems to be the outside limit 
e found among telephone bonds. 


Good Yields On Bonds and Notes 


glance at the accompanying table of 

gestions for investments in bonds and 

s will show that yields running from 

in the case of Appalachian Power Co. 

red 7s of 1936 up to 814% in the case 

the Schenectady Railway 5s and even 

to 8.65% in the case of the Hudson & 

Manhattan adjustment income 5% bonds, 
be obtained. 

Schenectady Railway Co. 5% _ bonds 
have been depressed for some time on 
account of the troubles which the com- 
pany had with its employees, but the effect 
of this on earnings has passed. On the 

ile, the company cannot hope to make 


, 7 
= 


rs 


4 


wy, 


~ aewmee 


/ 
‘ 


will 
after all 
interest. 


much of 
probably balance 
fixed including bond 
For the investor who is willing to wait 
over a period of years, the 
should be attractive. The traction situa- 
tion while still bad for many companies 
is improving. Schenectady Railway Co. 
is one of the older tractions and the 5% 
bonds are a first lien on the properties. 
Fixed charges were earned 1.37 times last 
year which is of course not as high as 
it should be for a straight investment, 
but before the strike came, the company 
was demonstrating that it was making 
good strides to better earnings. Both 
in 1921 and 1918, the company failed to 
earn fixed charges, but both of these years 
were abnormal and not likely to be wit- 
nessed again for some time. The $2,676,- 
000 of the first mortgage 5s constitute the 
company’s sole funded debt. The issue 
is not entitled to the highest invest- 
ment rating but is recommended as 


a showing this year but 
show some 


charges 


investment 


that if current earnings 
can continue, the securities should re- 
fiect this factor in higher prices. 

The upward tendency in earnings has 
been steady since 1921. The 1922 annual 
statement that all fixed charges 
had about 1.5 times while 
earnings statements for this year, month 
by month, should make it possible for 
the company to earn fixed charges, in- 
cluding interest on the adjustment income 
5s at least 3 times. Earnings on the pre- 
ferred stock last year were at the rate 
of $16 per share on the stock, on which 
dividends were recently inaugurated. On 
the basis of eight months statement this 
year, company should earn about $25 a 
share on the preferred stock or 5 times 
the dividend payment. The preferred 
selling at 50 offers a yield of 10%. 

A résumé of earnings for eight months 
of this year, compared with the same 
period of 1922, is shown below: 


shc »wed 


been earned 


(In Thousands.) 

1923 1922 
8 mos. gross...$7,576 $7,245 
Net aft. taxes. 3,460 3,180 
Surp. aft. chges. 753 454 


inc. $331 
inc. 279 


inc. 300 


Power Company Bonds 


For an investment in a growing power 
company which is well managed and pro- 
duces a large percentage of its output 
by means of hydro-electric plants, the 7% 

(Please turn to page 1134) 


Essex generator station of the Public Service Electric Co. (a subsidiary of the P. S. Corp. of N. J.), 


for OCTOBER 13, 1923 


located at Newark, N. J. 





Prospects of the Precious Metal 


Producers 


Silver Market Outlook After the Pittman Act 
—Gold Producers Facing Period of High Cost 


ROM the investor’s point of view, 

the mining of the precious metals 

presents certain unusual and puzzling 
features. Since the product has a ready 
and open market, and can be sold as fast 
as produced, this kind of mine ordinarily 
needs little capital to start operations, 
although over a period of years it may 
absorb much cash for the installation of 
more efficient equipment. The fact that 
a mine can be started with comparatively 
little cash, however, has resulted in a 
widespread decentralization of the in- 
dustry; in other words, there is no single 
outstanding concern which dominates the 
gold and silver mining industry as does 


® Undcrwood 
& Underwood 


Just 

like so 
many 
bricks. 
Three 
million 
dollars in 
gold and 
silver 
sliding 
down a 
ship’s 
gangplank 


By THOMAS R. HENDERSON 
U. S. Steel, say, in its field. Smelting 
is another story, of course; but here we 
are concerned simply with mining com- 
panies, 


Large Number of Low-Priced Shares 


The investor who is interested in pre- 
cious metal producers is at first bewildered 
by the large number of companies, most 
of them small and obscure, and selling 
at very low prices per share. Once he 
has gotten over the initial handicap of 
finding out which are the solid, well- 
established companies, he may be discon- 
certed by their extreme liability to fluctua- 
tions depending on the occasional reports 
of operations, of new ore-bodies dis- 
covered or veins “petering out.” Of 
course, a mine like the Homestake, with 
its huge ore-body consisting of millions 
of cubic yards of uniform ore, is pretty 
well removed from such speculative ac- 
tivity, for the same reason that the por- 
phyry coppers are—it is practically a 
manufacturing activity. Minés of this 
class are unusual, however, and for the 
most part, like many other excellent gold 
and silver properties, are so good that the 
public is not allowed to participate in 
their profits to any great degree. 

Apart from the problems of mining, 
there is an important difference for the 
investor between gold and silver mines. 
In silver mining properties, as in other 
mines, the question of profits depends not 
only on how much metal is present in the 
mine, but on how much it can be sold 
for once it is gotten out of the mine. The 
investor should therefore familiarize him- 

self with the outlook for the silver mar- 

ket before making any commitments, 

just as he would study the copper 

.\. situation before purchasing a cop- 
; per stock. 

Gold, on the other hand, un- 

\ like any other metal mined to- 

\ day, sells at a fixed price of 

$20.67 an ounce, troy, and 

there is an unlimited mar- 

ket established for it by 

law at the United States 

Government Subtreasuries. 

The profits of a gold mine, 

given the average grade of 

its ore and the average 

cost of production, can 


therefore be predicted with a greater de- 
gree of accuracy than those of otl 
metal mines. 

The difficulty, however, is to know the 
average grade of the ore. Many bodies 
of gold ore are apt to be interrupted sud- 
denly by the intrusion of some other rock, 
or the vein may be exhausted with very 
little notice, or the gold content per ton 
of ore may change rapidly. 

These factors help explain why the 
precious metal stocks are usually con- 
sidered better vehicles for speculation 
than investment, except in the case of old 
well-established properties with extensiv: 
developed and proven ore reserves and 
large continuous masses of ore. 

The silver stocks are, in addition, d 
pendent on the fluctuating silver market 
The world market price for silver is fixe: 
for all practical purposes, by a committe 
of four silver brokers in London which 
meets every day at 1:45 P. M. The rea- 
son why England, which produces pract 
cally no silver, controls the market rather 
than the United States, which produces 
30-40% of the world’s silver, is that 
Great Britain does most of the trade in 
the Far East, which is the great cor 
suming area for silver. 

Under circumstances where it does no 
pay to transmit sterling or rupee exchang: 
to India, for instance, British debit 
balances to Eastern business men at 
settled in silver, for which the India 
bazaars furnish a secondary distributins 
market. 


Restriction of Silver Market 


With the spread of modern methods of 
doing business, however, this field is be 
coming more and more restricted. T! 
note circulation of India is growing more 
rapidly than its silver reserves, indicating 
that the East is adopting the Occidental 
habit of using paper instead of metallic 
money. Industrial concerns are being 
formed, whose securities farm a_ better 
medium of investment than hoards < 
silver, which have been the traditional 
form of investment in many Easter: 
countries for centuries. 

Another important use of silver is in 
coinage. Here also the outlook for de- 
mand is rather depressing. European 
countries, which formerly used _largé 
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quantities of silver for minting purposes, 
are now reduced to a paper basis largely, 
and even such countries as Great Britain, 
which are still using silver coins to a 
great extent, tend to alloy them with 
other metals instead of using the old 
standards of 975 pure silver to 1,000 parts. 
British silver currency, for instance, is 
now made of 50% silver and 50% nickel. 
large and increasing use of silver is 
in the arts, including jewelry, and in the 
manufacture of moving-picture and pho- 
togaphic films, but it is doubtful whether 
nerease in the demand for silver from 
metals will counterbalance the 
ng-off from the sources mentioned. 

On the production side, the outlook is 
for the maintenance of the current rate 

output of silver. About 50% of the 

r produced in the United States is 
y-product in the smelting of other 
ils, principally zinc, lead and copper, 
latter of which especially is holding 
roduction quite well. The other 50% 
ut little influenced in output by fluc- 
ions in the price. The weaker, high- 
producers were eliminated some time 
when the United States Treasury de- 
d in July to cease purchasing silver 
at the fixed price of $1 an ounce on the 
expiration of the Pittman Act. In any 
case, the smaller producers of this margi- 
nal type accounted for a very small pro- 
portion of the total American production 
silver. 

Price fluctuations have been compara- 
tively narrow this year. The high mark 
round 69 cents was reached in April, and 

slow decline in anticipation of the ap- 
pearance of large quantities of American 
silver on the market after the expiration 
of the Pittman Act brought the price 
down to about 65 cents in July, from 
which a further slow decline carried it 
to nearly 62 cents. 

Within recent weeks a broad advance 

brought the price up to around 65 
cents again. From the considerations of 
production and consumption mentioned 

ve, it seems doubtful that prices will 
go much higher, while a slow downward 
trend from present levels would not appear 
likely. A sharp cut in the production 
copper, such as is perhaps forecast by 
recent shutting of three of Anaconda’s 
nes, may do something to strengthen 
the silver market by the elimination of 
some by-product silver, but not much sup- 
port can be expected from this source. 

\ determining factor in the profits of 
silver and gold mines alike is the cost of 
production. A_ reliable authority  esti- 
labor costs at about 70% of the 
total cost of extraction of metals from 


mates 


very difficult to bring down, because of 
the restricted class of labor which is 
available, and its numerical scarcity in 
the districts where most mining is done. 

In the case of gold, since the selling- 
price of the product is fixed, production 
costs are the main factor in figuring 
profits, aside from variation in the gold 
content of the ore mined, and the trend 
of these costs has been sharply upward 
in recent years, with little tendency to 
deflation in periods of depression. The 
result has been shown in the steady de- 
cline in the production of gold in this 
country, indicated by the following 
figures : 


as 


Production 
in millions of ounces 
4.6 
49 
4.5 
4.1 


Similar tendencies have shown them- 
selves in the production of silver, except 
that a marked was shown last 
year. 


recovery 


Production 
in millions of ounces 
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The market position of silver seems 
therefore somewhat unfavorable, based on 
production in e of current require- 
In the case of gold, production 
costs, which are the main consideration 
from the “market” viewpoint, do not show 
any tendency toward noticeable decline, 
but on the other hand, producers who are 
able to show profits at the present time 
are not facing any rise in costs which 
would tend to cause mines to shut down. 

In view of these facts, however, the re- 
turn which the investor is legitimately 
entitled to ask of an investment in the 
stock of a company mining the precious 
metals, particularly silver, is naturally 
somewhat higher than in the case of well- 
established industrial stock, This will 
explain why Kerr Lake, paying 50 cents 


ments. 
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while as sound and solidly-established a 
property as Homestake, paying $6, is 
selling at 62 to yield 9.7%, or nearly two 
per cent more than an industrial stock of 
equivalent merit. 

The following three stocks have been 
chosen as illustrating types of precious 
metal mining companies. 


DOME MINES, LTD. 


This company operates in the Porcu- 
pine district of Ontario, Canada, and is 
producing gold at the rate of some 240,000 
ounces annually since the recent increased 
production rate was installed. Up to last 
year, its earning power had been some- 
what irregular, due to labor scarcity, high 
wages, irregular power supply, etc., so 
that from 1914 to 1922 it averaged about 
77 cents a share. In the year ending 
March 31, 1923, however, these problems 
appeared to have been settled and it 
earned $3.94 a share. 

Correspondingly, the company raised 
the dividend rate from $1 annually to $2 
in 1922, and in December of the same 
year announced a $4 dividend rate, which 
has been paid since, together with a $1 
distribution from capital. 

The company’s ore reserves at present 
developed amount to over 400,000 tons, or 
a full year’s supply of ore at 100% opera- 
tions, and the mine is believed to be still 
far from exhaustion. 

The financial position at June 30 of 
this year was satisfactory, with current 
assets of 28 millions against $845,000 of 
current liabilities. 

The company has not yet demon- 
strated its ability to earn over $4 a 
share over a period of time, however, 
a fact which detracts from the attrac- 
tiveness of the shares in spite of the 
yield of 10.5% available at present 
prices. 


HOMESTAKE MINING CO. 


This company operates in the White 
Wood district of South Dakota, and has 
been in existence since 1877. In certain 
respects it may be considered the world’s 
greatest gold mine, because of its con- 
tinuity of operations and the vast size 
of its orebody. This varies from 40 to 
400 feet in width and extends for miles. 
Only the northern end has been at all ex- 
tensively worked, so that it is difficult to 
foresee the end of the life of the mine. 

After some decline during the war 
years, the company has come back to a 
production of 6 millions’ worth of gold 
annually. While it has been paying out 


ne to smelter. Labor costs are proving annually, sells at $2%4 to yield over (Please turn to page 1156) 
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OF LEADING GOLD AND SILVER PRODUCERS 


Recent Current 
Price Div'd 





COMPARISON 


a Production 
Est. 1923 1922 1921 
*207,012 135,919 94,132 
NF 304,079 304,779 
3.988 194,352 
93,716 105,335 
$3,423,115 3,156,775 
+$293,621 


7———-Earned Per Share—,—— 
Per Sh. 1922 1921 1920 
0.68 
1.94 
0.80 1.53 


1920 
85,799 0.88 


DOME MINES (Gold 
Def. 


HOMESTAKE (Gold 

KERR LAKE (Silver), ozs 
McINTYRE-PORCUPINE (Gold), ozs.... 
NIPISSING (Silver), ozs 

ONTARIO SILVER 


NF—No figures available. 


1.12 
1.53 
1.06 


i 
$208,984 Def. 





* Years ending March 31. t Ore sa'es; this company does not produce own silver. Years ending June 30. 
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An Open Letter to Mr. Prince: 





Mr. Wyckoff Explains How Buying 
and Selling Points Are Detected 


September 4, 1923. 


Mr. Theodore Prince, 
Financial Dept., N. Y. American, 
20 Broad St., 
New York City. 
Dear Mr. Prince: 

I have had the pleasure of reading, in 
the American of August 14th, your com- 
ments on the Richard D. Wyckoff Ana- 
lytical Staff Service. As that is only one 
branch of our business and as its basis 
is far removed from what you have des- 
ignated as “tape reading,” I trust you will 
permit me to make clear some of the 
points on which you have commented. 

Our Analytical Staff, which is distinctly 
an investment service, after a careful sur- 
vey of the investment position of its Asso- 
ciate Members, makes recommendations 
as to the permanent investment of the 
majority of their funds, and advises them 
to set aside a certain limited amount of 
capital to be devoted to investment for 


stock market. In this department we set 
forth our judgment of the future course 
of the market, based upon an analysis of 
its own action. We endeavor to antici- 
pate the important turning points and to 
advise securities which should, at such 
times, be bought or sold in order to derive 
a profit from the price fluctuations. 

For example, in October 1922, when the 
market suddenly reversed, turned from 
bullish to bearish, and again in July and 
early August of this year when we took 
the bull side. During that interval of ten 
months there -were numerous swings in 
the average prices of stocks which we 
utilized for profit making. In all Wail 
Street operations one must recognize the 
fact that it is impossible for any one to 
be right all the time, but we strive to at- 
tain a high percentage of accuracy. We 
limit the risk on individual transactions 
to a few points and when favorable move- 
ment occurs we let our profits run. In 
this way we are able to show a substantial 





Mr. Wyckoff’s letter, if read in connection with the analytical 
articles appearing in this issue, will tend to throw light on what 
is generally the most difficult thing for investors to understand— 
namely, the importance of ascertaining the technical position of 


a stock before making the commitment. 
It is fundamental in specvestment that no investor can attain 


substantial success who fails to consider the technical position 
of the security which he proposes to acquire. 





income and profit. These are selected first 
with regard to the industries which are 
in the most favorable position, and next 
from the individual stocks which at the 
time are safest, most remunerative and 
most promising. All of these stocks are 
listed on the New York Stock Exchange, 
and nearly all are standard dividend pay- 
ers. Associate Members’ investments are 
carefully watched and changes recom- 
mended from time to time in accordance 
with their individual requirements. 

We have two other services, the best 
known being the “Investment and Busi- 
ness Service.” Investors, traders and stu- 
dents of the market throughout the coun- 
try find our conclusions and advices help- 
ful both in forming their judgment and 
in guiding their actions. This service also 
recommends bonds, preferred stocks and 
other investments, summarizes the busi- 
ness outlook, trade tendencies, money, 
credit, banking, foreign trade, etc., but 
the feature of this service which appeals 
to the largest number of people is its 
analysis of the technical position of the 
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balance on the right side in the course of 
the year. We do not claim anything more 
than a large percentage of profit on the 
capital employed. This we have been able 
to accomplish on the average for many 
years past. 

What was formerly known as tape 
reading is applied to our business in a 
much broader sense than was indicated 
in your article. In brief, we endeavor to 
judge the future course of prices by the 
market’s action, just as you would judge 
the character of an individual by his own 
actions. It is a well-known fact that 
when you thoroughly understand a per- 
son’s nature and disposition, you can 
almost tell what he will do under a given 
set of circumstances. It is that way with 
the market. 

Having devoted thirty-five years to the 
study of securities and price movements, 
twenty of which were largely employed 
in a search for the true governing prin- 
ciple of the stock market, I came to the 
conclusion fifteen years ago that the law 
of supply and demand was at work in 


this field, just as it is in the market’ for 
wheat, corn, commodities, labor and 
almost everything else that is used or con- 
sumed by humanity. It may readily be 
seen why this is true: A stock does not 
decline because its dividend is reduced, 
but because someone sells more stock 
than the buyers are willing to absorb at 
a certain price. If the strongest pool in 
Wall Street were to purchase 100,000 
shares of a certain issue, that stock would 
not advance if someone else or some 
group of men had 101,000 shares for sale 
at that price; whereas if there were litile 
or none for sale within a certain range, 
the purchase of -100,000 shares might re- 
sult in a ten, fifteen or twenty point ad- 
vance, demand being temporarily greater 
than supply. 

This principle, applied to all stock 
market movements, furnishes the real 
solution of a problem that has baffled 
millions of people for the past hundred 
years. Even now, very few understand it 
or know how to apply it, but I find the 
principle constantly at work in all the 
various phases of stock market move- 
ments from the little one or two point 
daily swings, to the weekly, monthly and 
yearly movements; in fact, through all 
the entire course of the market from 
panic to boom, and back again. I have 
also found, in studying the methods of 
all the great operators of the past, that 
those who were most familiar with this 
principle were among the most successful. 

Stock market prices are, in one sense, 
fluid, inasmuch as they invariably follow 
the line of least resistance. No one can 
tell how long or how far this line will 
lead in a certain direction, but the evi- 
dence that it will change, is about to 
change, or has changed, is clearly ap- 
parent to one who is experienced in judg- 
ing the market by its own action, although 
the interruptions and reversals, due to the 
unexpected causes which you mentioned, 
frequently compel swift alterations of 
opinion. : 

As you are aware, a very large part of 
the principal movements of the market 
are the result of operations by large in- 
terests who accumulate stocks in times of 
weakness, and liquidate in boom times 
when other people are enthusiastically 
buying. These large operators act as a 
fly-wheel; their buying and selling tends 
to balance or steady what would other- 
wise form numerous highly erratic swings 
resulting from buying and selling by the 
public. 

The. study of what is known as “in- 
side,” or, let us say, experienced accumu- 
lation and distribution at the important 
turning points of the market, is the real 
basis of our work. The past year has 

(Please turn to page 1176) 
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Has Anyone Ever Tried to Sell You An Automobile Stock 
That Was Surely Going to Make Your Fortune 
Then read this: You’ll enjoy it! 


Selling the Public on New 
Automobile Stocks 


A Few Things to Know and Some Others to Avoid 


VERYTIME reference is made in 

the newspapers to the accumulation 

of the Ford fortune, the possessor 
of visionary mind runs out into the 
King’s highway, or into his den, or some 
place else and picks up an idea. Presto! 
An eager world is presented with a new 
type of motor car, or motor, or at least 
an accessory. And while the idea is being 
developed into a reality or just simmers 
in the experimental soup pot, a batch of 

th-tongued salesmen trot around the 
country peddling stock certificates. At 
least this appears to be the modus 
operandi if the calls for reports reaching 
the office of Investors’ Vigilance Com- 
mittee, Inc., in every mail, mean anything. 

All of the propositions are speculative ; 
some with a reasonable degree of attrac- 
tion for those who can afford to stand a 
bump if things go wrong. But there are 
a whole lot of others which are little bet- 
ter than oil or mining gambles. 

As might naturally be expected, pro- 
spective investors are constantly re- 
minded of the Ford fortune and how 
those who got into General Motors and 
Studebaker in the early days became 
wealthy and the easily drawn conclusion 
(?) is that any kind of a tub on four 
wheels or any contrivance that can be 
used in the trade harbors fortunes beyond 
the wildest flights of financial fancies. 


Two of the Best 


By WILLIAM H. BARBOUR 


Of the Investors’ Vigilance Committee, Inc 


1923 amounting to 9 per cent. While 
its stock has not yet advanced be- 
yond the speculative stage, its bonds are 
regarded as a speculation attractive to 
business men who are in a position to 
withstand possible loss. 


Five That Are Not So Good 


These two companies, as stated, have 
cars on the roads in goodly numbers. 
Now we come to a whole string of com- 
panies which are devoting much of their 
energy to stock selling or experimental 
work on their products, which have not 
yet reached the market, and it is doubtful 
if some will ever get that far. These 
we have been examining and reporting on 
to the many communities we are serving, 
during the past few weeks. 

The Victor Page Motor Corporation 
has had a stormy career from its very 
beginning in February, 1921, and has 
never produced beyond the demonstration 
cars for stock selling propaganda. Vic- 
tor Page is the prime factor and he claims 
to have a startlingly efficient air-cooled 
car. Stock has been offered by pro- 
fessional sales agencies and the company 
direct at various times. Recently the 
Utility Motor Corporation was formed— 
Page is at the helm—and Victor Page 
Corporation stockholders are now asked 
to exchange stock in the new company at 


the ratio of five for one, with a transfer 
fee of ten cents a share, which, by the 
way, represents the latest bids on the 
stock. The public sale of Utility Motor 
was to be handled by Burns Brothers, 
Philadelphia, but they were recently dis- 
qualified by the Pennsylvania State De- 
partment of Banking under the Blue Sky 
Law which became operative in that state 
on August Ist last. Neither one of these 
stocks are, in the opinion of this Com- 
mittee, better than an unattractive specu- 
lation. 

In our investigation of the Carrm 
Motors Corporation we found much more 
activity in selling stock than producing 
convertible top cars for which the com- 
pany was formed. All close or financial 
investigation was denied. Until such time 
as the company really shows some activity 
we view the proposition as pretty much 
of a gamble. 

The Delmore Motors Corporation has 
been going along in a conservative way 
for the past three years but with apparent 
little headway, so far as production is 
concerned, and until such time as it 
demonstrates that its new type of three- 
wheeled delivery motor has marketing 
possibilities sufficient to result in real tan- 
gible earnings, we can hardly regard it as 
better than a speculation, less attractive 
than many others offered investors today. 

A new type of overhead valve 
motor and transmission is the 





O the companies offering 
stocks in the so-called high-pres- 
sure sales fashion, there are but 
two which are actually in produc- 
tion—the Durant group and the 
Rickenbacker. While there are 
many who do not look favorably 
upon the Durant group, it must 
be admitted that the stockholders 
who are riding along are at least 
getting a run for their money— 
they can see the cars on the road 
and that’s a lot more than can 
be said for most of the stock- 
peddling jobs, which are making 
a bold attempt to emulate the 
creator of “just a real good car” 
in financing. 

Che Rickenbacker Motor Com- 
pany is following the more con- 
servative course of the two. It 
has paid dividends thus far in 


WORK WITH THE LV. 


The IV .C. (Investors’ Vigilance Com- 
mittee) operates in co-operation with THE 
MacazineE oF Wat Street and with 
Chambers of Commerce throughout the 
country in stamping out frauds, fakes, 
swindles and bamboozlements 
stock-selling game. For the purpose of 
presenting regularly the work of the Com- 
mittee, these pages are donated by The 
Magazine. While the statements herein 
are not guaranteed, they are based upon 
information which we believe 
curate and reliable —Editor. 


in 


to be ac- 


fond hope of Newport Motors, 
Inc. While we have no doubt 
that the motor has some merit, 
its marketability remains to be 
demonstrated. The stock we re- 
gard as highly speculative. 

Even more of a speculation is 
the stock of the Crankless Motor 
Corporation, because at this writ- 
ing the working model has not 
been completed, and until this step 
is accomplished the promoters 
will not know whether the motor 
will work perfectly or will be 
absolutely worthless. 

While the Powertown Tire 
Corporation has actually been 
producing a tire, said to have a 
lot of merit, the company has 
been indulging in financial wor- 
ries to keep going. Recently, al- 


the 


(Please turn to page 1141) 
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To the American Banker: 


The Banking Department of THe Macazine or Watt STREET 15 
intended to be of service to you. 


None but articles of what are believed to be immediate and prac- 
tical banking appeal are published in it. 


You can help the Banking Department in its effort to help you 
by reading it carefully. If you see opportunities wherein it could be 
amplified or improved, you will confer a favor by advising us frankly 


and in full. 


Tue Eprrors. 





How May the Country Banker Best 
Invest His Institution’s Funds? 


Analyzing the Bank’s Investment Requirements 
—What to Consider in Preparing the Program 


OUNTRY banks, especially those 
& which are really serving rural con- 
stituencies, find it a serious problem 
to determine what use can best be made 
of surplus or spare funds, released by the 
ebbing of seasonal demands. No feature 
of country banking is more difficult than 
that which grows out of the necessity of 
investing or applying (often a good way 
from home), funds which are the product 
of local business and saving, and which 
will certainly be needed in the community 
again at a comparatively early date. 
Such investment is, however, necessary. 
The country banker cannot wisely, even 
if willing to do so, operate his bank upon 
an interest basis which contemplates 
keeping a large fraction of his funds idle 
for a considerable part of the year. To 
do so would be unjust to his customers 
and stockholders as well as to himself, 
and would offer no advantage to commend 
it as a local policy. 


Character of Bank Demands 


Under the American system of banking, 
the small country institution, whether 
state or national, must sustain to its cus- 
tomers the relation of savings bank, of 
commercial lender, and often of land 
mortgage banker for the inhabitants of 
the section. It has been computed by 
bankers of experience that fully one third 
of the portfolio of the average country 
institution is “frozen”; that is to say, it 
represents loans and investments that 
cannot be liquidated at maturity and 
which the manager must expect to renew 
from time to time until circumstances 
permit its conversion into cash. 

This is not because country banking is 
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“bad” but because it represents a compo- 
site kind of banking which includes an 
element of long-term credit. The real 
problem for the bank is not to avoid such 
advances but to prevent them from be- 
coming an unduly large part of his hold- 
ing. 

In determining the character of his in- 
vestments the country banker must there- 
fore first of all make a careful analysis 
of the amount of his loans of each class 
and of the rate of turnover in each of 
these different groups. With this infor- 
mation at his command he is able to 
make a first or approximate distribution 
among the different classes of business 
and the different kinds of paper that he 
is to carry. 


Typical Country Bank 


At this point it is well to note the 
approximate distribution of the resources 
and liabilities of the country bank. The 
best mode of doing so is probably that of 
taking the consolidated statement of the 
national banks and for this purpose the 
combined figure for 1921 as presented in 
Table I herewith, that being the year 
when bank operations and investments 
were about maximum. 

This, however, shows general conditions 
in round numbers. They need to be con- 
sidered more specifically with reference 
to individual cases. 

If we suppose the case of a country 
bank with a capital and surplus of 
$100,000 and $400,000 of deposits, a total 
of. assets amounting to $500,000, we shall 
have an example of a medium sized coun- 
try bank in a prosperous small town. 
Such a bank is authorized to lend under 


the Federal Reserve Act 25 per cent 
its capital and surplus, or $25,000 on real 
estate (farm) mortgages and may be 
conceived of as doing so; the balance of 
its capital investment may be put into 
other long term advances or loans of a 
semi-capital sort. Suppose now that out 
of its $400,000 of deposits about one half 
is on time or certificate of deposit, making 
say $200,000, while one half is in the form 
of current deposits. The banker may in 
this case address himself to the disposal 
of the $200,000 representing his slow lia- 
bilities. 

Only a little figuring will be necessary 
for him to estimate the rate of turnover 
of these deposits, and by some care in 
adjustment he will probably be able to 
arrange them so that they will fall due 
in series and so that he will not be called 
upon to meet all of his certificates of 
deposit at any one time by any chance. 

It is also likely that such depusits 
he may be carrying subject to notices 
thirty days or so can be, by a little study, 
made to show about what probable with- 
drawals might be expected to occur in 
any extreme case. Having ascertained 
the amount thus possibly to be needed, 
the banker will do well to carry an ap- 
proximately equivalent amount in securi- 
ties that can be readily converted into 
cash and at the same time will yield h 
a moderate rate of return. Assuming 
that he finds that he might be called upon 
at any given first of the month to provide, 
say, $25,000 to $50,000, for the purpose « 
meeting withdrawals of time or savings 
deposits, he would’ do well to carry that 
amount in gilt-edged securities such 
Treasury notes or certificates of indebted- 
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If the amount he thus car- 
may be taken as $50,000, he 
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long-term bonds to be 
cent amendments to banking 
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have left $150,000 for which 
vishes to provide a satisfactory 
of investment. On this amount he 
naturally want to obtain the highest 

rn that is compatible with safety. 
the main, his efforts should be to 
n non-fluctuating securities so far as 
icable and to eliminate risk. This 
uns that in investing his long-term 
ids he will find it desirable to pur- 
ase either short-term notes of high 
ade running from one to five years 
else old seasoned bonds which are 
practically unquestionable in the se- 
ity they offer but which, owing to 
the level of prevailing money rates, 
can be obtained at a figure which will 
give full average return as compared 
with the short-term offering. Among 
short-term securities, country banks 
looking with favor upon equipment 
the well-secured notes of sound 


are 


including those of Canada and 
stronger European neutrals running for 
as short a term as possible are being given 
Diversification of course is to 
be recommended to the bank, and the fol- 
lowing proportion may be taken as a 
fairly representative one—equipment trusts 
and other safe short-term railroad obliga- 

5 foreign and domestic 
municipal or government obligations 25%; 
industrial companies notes (domestic con- 
cerns only) 25%, 
bonds, chiefly domestic rails 25%. Within 
each of these groups a reasonable amount 
of diversification should be sought. 

In the the bank which is under 
consideration by way of example a 25% 
allotment of the kind referred to would 
be $37,500. In this aggregate the various 
lots should not run more than, $5,000 


a place. 


tions, say, 259%; 


and seasoned long-term 


case ol 


Say, 


the 


laws permit the purchase of land 
bank bonds and others which are 
in effect real estate investments and which 
fairly productive in their return. 

It is worth while at this point to note 
how the national banks, classed as “coun- 
try banks,” have actually distributed their 
investment funds. The accompanying 
Table III furnishes this information for 
various parts of the United States 

If the bank in question has $200,000 of 
current deposits, it must of course carry 
7% these funds (and of 
course has to provide 3% against the time 
deposits already under discussion). As- 
that the bank carries either in the 

with the Federal Reserve Bank 
$25,000 balance, it now has $175,000 to 
dispose of. Such a bank will do 
if it first of all ascertains the average 
difference b “peak” local 
and its low point on such loans. Let us 


may be 


reserve against 


sume 
till or 
wisely 


etween its loans, 


assume that the bank does not find it 
necessary to rediscount in order to 
commodate the peak demand, but 
satisfy it by applying its own funds 
further that there is about 


for any one kind or issue, and in some 
cases may be made decidedly than 
that to advantage. 

The best judgment of course is 
allowing considerable element of 


strial corporations, and as alternative 


highest grade of long-term railroad less ac- 
S. can 
proportion against 


bonds 


moderate 
Government 


banks a 


foreign 


many 


he safer Suppose 


any 





TABLE I 


APPROXIMATE DISTRIBUTION OF THE RESOURCES AND LIABILITIES 
OF AMERICAN BANKS 


Being the consolidated statement* of the national banks as shown for the year 1921, 
bank operation and investments were about maximum. 


that being the year when 


RESOURCES LIABILITIES 

$1,273,880 

1,026,256 
496,155 
704,147 


2,151,011 


Capital stock paid in 
Surplus 
Undivided profits (less expenses end taxes paid) 
National bank circulation 
Due to all banks : 
Individual deposits (including pustal savings) : 
Demand deposits— 
Individual deposits subject to check 
Demand certificates of deposit. 
Certified checks and cashiers’ checks... 
Dividends unpaid 
Time deposits— 
Savings deposits, or deposits in interest or savings 
department — . 2,957,555 
Time certificates of deposit... 684,039 
Postal savings deposits 36,384 
Deposits not classified 


Loans and discounts: 

On demand (secured by 
estate) . .$1,493,508 

On demand (not secured by collateral) 679,704 

On time (secured by collateral other than real estate) 2,868,376 

On time (not secured by collateral)............... 6,564,444 

Secured by farm land. 

Secured by other ry estate. 

Not classified (including acceptances ~~ letters of 
credit) 


collateral other than real 


$8,036,561 
290,414 
336,650 
$2,281 


356,533 


$12, 242, 008 


Overdrafts 
Investments (including premiums on : bends) : 
United States Government securities 
State, county, and municipal bonds.............. 
Railroad bonds 
Bonds of other public service corporations (includ- 
ing street and interurban railway bonds) 
Other bonds, stocks, warrants, etc 


$2,019,497 
393,682 


12,742,281 
249,039 
879,416 


United States deposits teustusive of postal savings) 
Notes and bills rediscounted. 
Bills payable (including certificates of deposit representing money 
410,392 borrowed) , 592,563 
51,742 Other liabilities .. cas alae aa tae bee on aa 403,114 
1,344,519 m 


4,025,031 

Banking house (including furniture and fixtures) 

Other real estate owned 

Due from banks ; 
Lawful reserve with Federal reserve bank or other reserve 
1,040,205 
121,716 
656,093 


Checks and other cash items 
Exchanges for clearing house. . 
Cash on hand: 

Gold coin 

Silver coin 

Paper currency 


$21,183 
40,430 
312,736 

we 
Y Total 


* In Thousands of Dollars. 


Other resources .... 240,993 liabilitics $20,517,862 


$20,517,862 


Total resources 
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$100,000 of regular local paper 
to be carried so that the differ- 
ence is $75,000, to be provided 
for by outside investments. These 
investments should be carefully chosen 
in such a way that their liquidity can- 
not be questioned, or that if it should 
suddenly be desirable to realize cash they 
can be sold or used as a basis for dis- 
count. 








Table II 


GENERAL CONDITIONS OF A 
TYPICAL COUNTRY BANK 


Summarized from figures discussed in 
the text 


Capital and surplus 

Against these: 
Real estate mortgage loans... 
Other local long-term loans... 


Time or long-term deposits 
Against these: 
Equipment and short-term ob- 
ligations 
Foreign and domestic —~ pe 
and other similar bonds. 
Industrial 
Long-term bonds, chiefly rails 37, 500 
Government notes 50 
$200,000 


Short-term deposits $200,000 
Against these: 
Commercial paper, acceptances, 
or collateral market loans 
(perhaps in equal propor- 
tions) 
Local uae (some of it redis- 
countable) 
Balances in banks and in till 
(including reserves) 
$200,000 





They should consist primarily of the 
best commercial paper, and under proper 
circumstances may include bankers’ ac- 
ceptances. The latter lately have been 
less favorably regarded, because of their 
low rate of yield, and the doubt that has 
been felt as to the liquidity of some of 
them. Commercial paper has been com- 
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ing back into the high favor it has en- 
joyed, and while the country bank may 
not think it necessary to put all of its 
funds into this form, a substantial part 
should be so carried. A portion may be 
and habitually is used in collateral or stock 
market loans well distributed, and usually 
made through capable city correspondents 
who watch the business carefully. There 
is a difference of opinion as to the pro- 
portion of such loans which may to ad- 
vantage be carried, and in any given case 
the decision will doubtless depend largely 
on prevailing rates. 

We may, however, represent the gen- 
eral condition of our bank in so far as 
just analyzed, somewhat as shown in the 
accompanying Table II. 


=) 


-— 


| 


The figures just given and 
the portfolio arrangement outlined 
are of course purely theoretical 
They make no allowance for co: 
respondent balances, items in process 
of collection and many others which 
would throw out the round-number est 
mates just furnished. All these allow 
ances must be made in practice, and the 
result habitually in some modification « 
the arrangement outlined. Most banker 
will undoubtedly consider the plan « 
carrying a considerable amount of ver 
conservative short-term notes, includi: 
Government securities, to protect savin; 
deposits and certificates of deposit 
ultra-meticulous. Such allowances m: 
be cut down by taking pains to have « 
hand at all times an unquestionable supp! 
rediscountable with tl 
Bank of the district. 


of paper readily 
Federal Reserve 





What Bankers May Expect of Auto- 
mobile Producers in Matters of Sales 
“On Credit” 


HE enormous number of automobiles 

owned in the United States, esti- 

mated by some to be equivalent to 
one for every seven persons, and the im- 
mense and increasing output of machines, 
totalling for 1923, at least 4,000,000, all 
kinds included, has raised an increasing 
question in many minds as to the arrival 
of the so-called “saturation point” of 
purchasing. 

It should be remembered that such a 
saturation point is a variable or movable 
thing, and by no means absolute. If auto- 
mobiles were given away, the saturation 
point would be simply the point at which 
users would no longer care to take them. 





Table III 
HOW THE NATIONAL BANKS* HAVE ACTUALLY INVESTED 
THEIR FUNDS 


New 
England 
| States 
394 


Eastern 
States 


1,589 
399,802 
61,780 
195,872 


120,122 
141,148 


9,113 
9,261 


3,359 
1,644 


52,173 


States 
1,589 
243,782 
24,799 
8,913 


8,637 
13,474 


7,816 
2,757 
8,750 

785 


No. of Banks. 
U. overnm't 
Securities 
Municipal Bonds. 
Railroad Bonds.. 
Other Pub. Serv. 


Corp’n Bonds.. 
All Other Bonds. 
Stock of Federal 

Reserve Bank.. 
Stock of Other 

Corporations. . 
Claims, War- 


Judgments eove 
Coll. Tr. & Other 
Corp’n Notes... 
Foreign Gov't Bds.: 

German or 
Austrian ... 
Russian 
Others 
Other Foreign 
Bonds or 
curities 


5,765 


55 7 
1,306 227 
47,124 6,381 


26,938 2,102 


Southern Western 


282,227 


Total 
Country 
Banks 


Non- 
Pacific Member 
States Banks 


601 4 7,734 
82,429 2,462 1,215,892 
29,585 439 230,669 
2,996 29 263,270 


6,135 19 207,650 
7,683 10 241,273 


2,174 34,361 
3,214 592 777 19,213 


19,195 20,163 9,229 oe 61,166 
821 702 411 ee 4,363 


18,164 671 1,233 91,418 


Middle 
Western 
States 


1,457 
89,756 
13,020 

1,438 


2,342 
4,446 


3,380 


States 
2,100 


92,909 
27,170 


33,355 
49,908 


8,253 


10 6 
39 32 
1,832 2,917 


434 
16,657 
540 


12,657 1,334 





251,873 1,069,697 334,195 


* Those classed as “Country Banks.” 


564,964 


138,980 146,941 2,965 





With a fixed money value successive px 
ponements of this saturation point 
effected by reductions of price but 
also powerfully influenced by the easi 
of credit conditions governing the proc« 
paying for machines. 

The problem of automobile credit lil 
the problem of credit in every other 1 
depends upon the general conditions a 
terms of sale in the industry. 

These conditions of sale, of cow 
differ as between the manufacturer 
the distributor on the one hand, and t! 
distributor and the retailer on the oth 
In both cases, the desire of course is 1 
extend the maximum amount of cri 
that can safely be granted, while at 1 
same time to retain as much security a 
protection as is practicable as well as 
put into negotiable form the obligati 
which have been created by the buyer 

There has been a tendency undoubte: 
to let the competition between differ: 
makes of automobiles take form as c 
cessions to buyers, credit being relaxed 
favor of certain types of purchase or c 
tain classes of machine. The outco: 
has been to develop a very large mass 
automobile paper which is carried part 
by banking institutions, but partly also |! 
special types of institution which hay 
been formed for the purpose of financing 
the trade in automobiles. So elaborate 
the organization that has been worked « 
for these ends that it is possible wit! 
the compass of a short article to gi 
only a limited survey of some of the pri 
cipal methods of financing the business. 

Of the various relationships betwe: 
producer and dealer, we may take as t! 
most representative that in which t 
dealer an actual buyer not an age 
As actual buyer he is allowed to sell | 
an exclusive territory, but he is requit 

(Please turn to page 1122 


of 


1S 


THE MAGAZINE OF WALL STREET 





There Are Serious Borrowing Evils Which the Federal 
Reserve System Has Failed to Regulate—- 


Has the Federal Reserve 
System Failed? 


ARTICLE II—By H. PARKER WILLIS 


Expert, House Banking & Currency Commission, 1912-1914 


FENHE service of the Federal Reserve 
System to the country as a whole, 
and the judgment of its success or 
re, must be generally tested along the 
that have been mapped out in a 
er article. Considerations there sur- 
d are the fundamental points at issue, 
constitute the topics of national scope 
necessarily occur to the mind of the 
rver who wishes to reach a general 
lusion as to the position of our bank- 
system when broadly viewed. 

here are, however, other and more 
nical aspects of the problem which 
e to the forefront in the minds of 
ciers, and have perhaps been given 
unduly large scope by some. Im- 
int as they are, it is not strange that 
should be over-estimated, and it is 
rable that they be given their due 
‘ht at least, in any judgment that may 
ormed concerning the System as a 
le. Undoubtedly, one of the most 
ificant of these aspects is found in the 
m of the System with reference to 
mercial paper. What has it done to 
ove the borrowing power, and to bet- 
the borrowing basis, of the country? 


Effort to Improve Commercial Paper 


he System started with great power 
very high ideals in this matter. As 
well known, the bank paper of the 
United States is largely single-name, as 
inst the preponderance of double name 
r which is found in foreign countries. 
hody doubts that the best single-name 
er is fully as good as the best of cur- 
bank assets, many ranking it higher 

1 the old-line acceptance. But it is a 
e of paper which has its own dangers, 


and one of these is seen in the fact that, 
in years past, it has tended to become 
“frozen,” or in other words to represent 
capital advances rather than  bankable 
loans. 


Power Given Federal Reserve Board 


In the Federal Reserve System, it was 
believed that an easy and wholesome 
remedy could be applied for this state of 
affairs if the System would definitely 
undertake to discount only strictly liquid 
obligations. Full power to insure liquidity 
on the part of eligible paper was there- 
fore given to the Federal Reserve Board, 
and that Board began operations by issu- 
ing very strict instructions concerning the 
character of single-name paper to be dis- 
counted. 

Such paper had to be accompanied by 
statements of condition, and was in other 
ways to be carefully protected. Yet these 
precautions did not last long, for the. dis- 
satisfaction of the smaller bankers speedily 
led to the withdrawal of the statement re- 
quirement for pieces of paper up to $5,000 
face. With this backward step as a be- 
ginning, it was not difficult to retrograde 
fairly steadily as regards the character 
of the paper to be discounted. Under 
these conditions the early stimulus was 
lost and it may fairly be questioned 
whether the effort of the System to bring 
about a better type of borrowing has been 
at all successful in the country districts. 
The latest element of retrogression is 
seen in the Agricultural Credits Act 
of 1923 in which the Reserve Act is 
amended in such a way as to permit, 
or practically to require, the discount- 


ing of paper that is of more than 


doubtful liquidity, provided it be made 
for the purpose of furthering agricul- 
tural operations. 

The regrettable breakdown in connec- 
tion with single-name paper, thus indi- 
cated, was fully paralleled in the trade- 
acceptance field. There effort was made 
to stimulate the use of acceptances by 
making very liberal rediscount provisions, 
and by formulating eligibility require- 
ments that were certainly none too strict 
Yet, in spite of those state of things, it 
soon appeared that the trade acceptance 
or double-name paper was not conforming 
to the Board’s general specifications, but 
was being made as a type of “accommo- 
dation paper” designed to close old ac- 
counts or to furnish a means of easier 
collection of due bills which otherwise 
might have been more difficult to insure 
payment. 


Undesirable Features Made Obvious 


That many acceptances of this kind 
were being made, and that they were con- 
stituting a far from desirable element in 
the bank portfolios of the country soon 
became obvious. Yet the Reserve System 
did very little to correct the situation. It 
urged the use of trade acceptances, but 
it failed to take the repressive measures 
needed to cut off the element of unsound 
borrowing which was being developed 
under this head. Thus a large body of 
very doubtful, paper was allowed to ob- 
tain a questionable foothold, aided by the 
assumed prestige which the Board’s policy 
had bestowed upon it. 

It is true that this situation was gradu- 
ally corrected by an automatic process, 
and that when corrected it tended to lose 





tricts.” 





1) “It may fairly be questioned whether the effort of the Federal Reserve System 
to bring about a better type of borrowing has been at all successful in the country dis- 


2) “The Federal Reserve System urged the use of Trade Acceptances, but failed 
to take repressive measures against unsound borrowing under this head.” 
3) “The Federal Reserve System has been unsuccessful in promoting the proper 
use of Bankers Acceptances.” 
DOES THIS CONSTITUTE AN INDICTMENT OF THE 
FEDERAL RESERVE SYSTEM? 
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much of its evil quality, due to the fact 
that the trade acceptance was deprived of 
standing and sank into discredit. But 
this was a grave failure on the part of 
the Reserve System, because the Sys- 
tem not only was unsuccessful in 
bringing back the use of two-name 
paper upon a sound basis, but it tended 
to make such paper permanently the 
subject of discredit. 

In a like way, the work of the System 
has been unsuccessful in promoting the 
use of the bankers’ acceptance. True, we 
had no body of such acceptances before 
the inauguration of the System, whereas 
we have one today, but that which we 
have today is open to broad criticisms 
which the Board itself has from time to 
time expressed. Under the practice which 
was allowed to develop, bankers used the 
acceptance in many cases as a type of ac- 
commodation paper, or as a basis for 
warehouse loans, thereby violating the 
underlying thought of the bankers’ ac- 
ceptance and tending to destroy its status 
as a_ highly liquid piece of paper. 
Eventually, the Board entirely  sur- 
rendered its power to pass upon the eligi- 
bility requirements of bankers’ accept- 
ances, turning this function over to Re- 
serve Banks, some of which had tolerated 
the undesirable practices already referred 


to on the part of many of their members. 
The result has been that, while a large 
body of bankers’ acceptances has come 
to be traded in on the New York mar- 
ket and in a few other places, this type 
of paper by no means represents the 
same element of commercial borrow- 
ing that is represented by bankers’ ac- 
ceptances in other countries, but it 
stands for something very different. 

It may be that at some time in the fu- 
ture there will be a gradual recurrence to 
sound principles in this matter. But at 
present no such development seems to be 
in sight or even probable. The verdict, 
therefore, that must be expressed upon 
this phase of the Reserve System’s work 
is unfavorable. 

Indeed, the whole outcome, as regards 
commercial paper and acceptances, has 
been one of the most disappointing ele- 
ments in the whole history of the Reserve 
System, for the reasons already stated. 

It may be said that custom and practice 
merely proved too strong to be overcome 
by administrative regulation and action. 
There is truth in this view of the case, 
but the fact remains that the System 
at no time did its utmost to improve 
upon, or renovate, commercial paper 
practice, and that as a result but little 
advance has been made. 





WHAT BANKERS MAY EXPECT OF AUTOMOBILE PRO- 
DUCERS IN MATTERS OF SALES “ON CREDIT 


(Continued from page 1120) 





to make payment for the machines as he 
takes them. However, he may get the 
machines, whether from a central distrib- 
uting agency or direct from the factory, 
it will ordinarily be necessary for him 
to make arrangements for settlement as 
the automobiles are withdrawn and sold. 
This he may do by accepting a draft run- 
ning for a moderate length of time, such 
drafts being then sold or discounted with 
the local bank. To the draft and bill of 
lading is attached a separate trust receipt 
and note for each car. The bank thus ac- 
tually furnishes the cash needed by the 
local dealer over and above the amount 
of the latter’s capital. 

Such acceptances will ordinarily run 
ninety days to five months, and in some 
cases the dealer may be able to induce 
his banker or one of the various “accep- 
tance corporations” to do the accepting 
for him. In this case, the acceptor of 
the draft makes the necessary inquiries 
into his condition before assenting to any 
financing plan of the sort. The dealer 
then must pay these acceptances as they 
fall due out of the proceeds of his sales 
to consumers. The car meanwhile is 
allowed to stand in the dealer’s shop or 
is held in warehouse. 

It may be that the dealer has enough 
cash of his own to enable him to avoid 
very much financing of this kind, and if 
so, he is able to buy his machines paying 
for them as they are delivered. 

The question of purchase by the con- 
sumer and the financing of such purchase 
is a rather different matter. 

The cost of even the cheaper makes of 


automobiles is such that only a minority 
of buyers pay for them on the spot. The 
majority want time, and it is not unusual 
to allow anywhere from six or eight to 
twelve or fifteen months within which 
to make the settlement. A cash payment 
of 25% or more must be made at the 
start. Meantime the dealer wants secur- 
ity, and he gets it through a contract with 
the buyer wherein the latter agrees to 
make a monthly or other payment, cove- 
nanting, however, that failure to pay will 
result in forfeiting the machine at the 
date of any defaulted payment. The effort 
is to distribute the payments over a pe- 
riod not exceeding the life of the auto- 
mobile, so that the buyer is really pay- 
ing for the machine as he uses it up, it 
being assumed that its value as a “used 


car” at the end of the time is somewhat - 


equivalent to the initial payment which 
he makes. Of course, this means that the 
automobile dealer must have a consider- 
able amount of capital in order to finance 
any amount of trade with his customers. 

The problem is how to finance a busi- 
ness which . has outstanding a large 
amount of accounts which may be merely 
but which are usually protected 
both running 


“open,” 
by contracts or 
over a long period. 

One method of handling this situation 
is that of obtaining a direct discount from 
the local banks by endorsing the notes 
of customers, taking these notes in a se- 
The 
plan has not been as liberal as many deal- 
hence the growth of a 
automobile finance 


notes or 


ries maturing at successive dates. 
ers desire, and 


system wherein the 


company purchases the accounts or notes 
from the dealer, advancing the latter the 
value thereof at rates that may run as 
high as 1%4% per month. The dealer : 
ceives the funds from his customer and 
agrees to turn in the actual payments 
the concern which has bought the 
counts. This, of course, means a v« 
high credit expense which the dealer ca: 
carry only if he is allowed a substant 
commission or percentage on the ope 
tion. 

The business, however, is profitable 
long as the sales are made on a fair 
careful basis to consumers of recogniz 
income, who are not likely to default, 
that the automobile has to be, in the | 
lite cant of the profession, “repossesse 
or in other words foreclosed upon. Thi 
has been, therefore, a growth of bankers’ 
automobile bankers’ n 
tor financing companies which obtain thx 
funds from banks or bankers with whi 
they are connected, but which carry tl 
paper of the automobile dealers in thei 
own portfolio, borrowing then upon th 
from the banks affiliat 


associations or 


general credit 
with them. 

In a number of cases, they have s1 
ceeded in getting surety companies 
guarantee their notes, a plan which, 
course, involves a substantial fee to 
surety company and a corresponding 
duction of profit. Thus in one way 
another the funds for “carrying” the gr 
flood of automobiles found everywhere 
the United States are furnished largel 
by banks and ultimately by investors. 

What has been said, of course, appli 
chiefly to the actual financing of sales « 
individual machines. The value of aut 
mobile securities—the stocks, bonds ai 
other obligations of automobile manufa 
turers is'a different matter, although o1 
which is intimately affected by the finan 
ing methods already sketched. 

Of course, the value of such securiti 
depends upon the profitableness of t 
factory primarily, and that is a matter « 
cost of production, size of output ar 
economy of management. It is, howeve 
important to the value of the securiti 
that the obligations held or carried by tl 
companies should be as nearly unquc 
tionable as possible. For this reas 
many companies have thought it best 
insist on avoiding contingent liabilities 
over to auxiliat 
companies and so getting cash for tl 
machines they turn out, thus transferrii 
the credit liability elsewhere. 

However, the soundness of automobi! 
credit all over the country regulates 
no small degree the ability of the con- 
cerns to go on selling, and this in tur 
makes it essential to know whether tl 
consumer at large is maintaining | 
power of liquidating fairly satisfactoril 
It is unquestionably to the interest o! 
the automobile producer, who desires 
to have his stocks stand well with the 
community, that, so far as possible 
he should exercise a restraining in 
fluence upon the extension of wild 
credit to customers and should insist 
upon the maintenance of a certain ele 
ment of soundness in the whole sit 
uation. 
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SERVICE FEC TICS 


The Banking Situation 


Autumn Demands More Pronounced — Rediscount- 
ing Between Reserve Banks Possible—Money Rising 


situation during the past month, 
have once more emphasized the in- 
table character of the seasonal autumn 
and. It has been considerably delayed 
year, but is now making itself felt 
h accustomed intensity, even though 
arrival of the period of severe de- 
id has been more than usually de- 
red. The decline in bank credit, which 
| been noted during July and the fore 
t of August, has come definitely to an 
nd. Returns for the last week in Au- 
t and the first two weeks of Septem- 
showed seasonal increases, and these 
ve continued, the result being seen in 
terial advances during September. 
oth loans and demand deposits of banks 
country over have been on the in- 
ase, especially those advances made for 
support of agriculture. Investment 
ldings, however, have continued to de- 
line, the banks reducing their ownership 
securities. 


]) ‘seston daring, in the banking 


Rediscounting in Sight 
Reserve banks have, of course, felt this 
upward swing of borrowing, the turning 
nt in their position being encountered 
ut the middle of September in agri- 
cultural districts, though the advance of 
demand in the cities has been small. As 
result of agricultural needs, there are 
w two or three of the Southern and 
\Vestern reserve banks which may short- 
ly be required to rediscount their paper 
th other reserve institutions. The sit- 
uation is especially interesting because of 
fact that such rediscounting will, of 

(Please turn to page 1155) 


BANKING INDICATORS 
scount Rate at Rederal Reserve 
Banks Ai 

(Commercial Paper in New York Market 
October 8 5 @ 5% 

Reserve Percentage Fed. Reserve System 
October 3 

Reserve Notes Outstanding Oc- 

$2,272,308.000 

hank Rediscounts (with F, R. Banks) 
Sept. ‘ $573,304,000 

Sterling Exchange Index Federal Reserve 
Board September 

‘et Gold Imports, August. . . .$30,636,000 

(Commercial Paper Rate London (bankers 
three months bills) October 8..3 3-16% 

\Vholesale Price Index (London Econo- 
mist) Oct. 6 (for end Sept.) 


Reserve Percentage Bank of England, 


for OCTOBER 13, 
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*Millions of Dollars- 
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FEDERAL RESERVE BANKS 
(In millions of dollars.) 
Federal 
Bills Govern- reserve notes 
discounted, ment Total in actual 
total securities deposits circulation 
760.5 96.3 1,896.6 2,194.9 
806.4 944. 
823.1 
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(In millions of dollars.) 


Rediscounts 
and bills 
Number of payable with 
reporting Loans and Invest- Federal 
discounts reserve banks 
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Inquiries on Industrial 


PREFERRED STOCKS WITH ACCUMULATED BACK DIVIDENDS DUE 
A Few That Appear to Be in a Good Position 
Would you kindly mention some cumulative preferred stocks on which back dividends 
are due and which offer fair prospects of resuming dividends or, if paying dividends 
ae Ne be expected to pay something on account of the back dividends ?—O. B., Cleve- 
and, ° 


MARKET STREET RAILWAY 6% prior preferred stock is now pay- 
ing dividends at the rate of 6% and there are 10% back dividends due. 
Earnings are at the rate of about 12% on this issue and there is a fair 
chance of some of these back dividends being paid. 

REPUBLIC IRON & STEEL 7% cumulative preferred stock is now 
paying dividends at the rate of 7% and there are still 3% back dividends 
due. Earnings have been on a very favorable basis this year, and it is 
quite likely that the 3% back dividends will be paid off in the near future. 

REMINGTON TYPEWRITER 8% cumulative preferred stock sellin 
around 96 is not paying anything at the present time and there are 20% 
back dividends due on this issue. This year the company cleared up all 
the back dividends due on the first preferred stock. It expected to start 
dividends on the second preferred stock in October and may at that time 
pay something on account of back dividends. For the first six months of 
this year, the company earned $3.91 a share on the common stock after 
allowing for preferred dividends at the regular rate. 

WILLYS OVERLAND 7% cumulative preferred stock has 21% back 
dividends due. In the first seven months of this year, the company earned 
$10 million and as it only takes $1.5 million to pay 7% per annum on the 
preferred stock, it can readily be seen that the preferred is in quite a strong 
position. 

CUBA CANE SUGAR 7% cumulative preferred stock has 174% back 
dividends due. Large profits were made this year and as the price of sugar 
has recently strengthened, the outlook for next year is encouraging. Earn- 
ings in the current year will be used to strengthen the financial condition 
of the company, but directors would apparently be justified in applying part 
of next year’s profits to dividend payments. 


opinion, can be given a high investment 
rating. At present levels of 115 the re- 
turn to the investor is about 7% which is 
liberal for a security of this grade. Of 
course, it is possible, that if you sold out 
at present levels you could repurchase the 
stock again at a somewhat lower price, 
depending on market conditions. We feel, 
however, that the stock is well worth the 
present price of 115. Our advice is that 
you continue to hold the stock for invest- 
ment purposes. 


NATIONAL CARBON 
Controlled by Union Carbide 


What are the prospects for National Carbon 
preferred stock? I have a small block of this 
stock but feel if I were to sell now I might 
be able to buy it back later at a better price. 
L. F., Chicago, IU. 

National Carbon Company manufac- 
tures electric light carbons, electric stor- 
age batteries for use in automobiles, car- 
bon brushes for generators and kindred 
products. Practically all the common 
stock is owned by the Union Carbide & 
Carbon Corporation. Capitalization con- 
sists of $5,600,000 8% cumulative pre- 
ferred stock, and 419,250 shares of com- 
mon of no par value. The company does 
not make public its statement of earn- 
ings, but it is well known that this com- 
pany is a big money maker and that it 
is earning its preferred dividend many 
times over. The preferred stock, in our 
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AMERICAN BANK NOTE 
A Well Stabilized Earning Power 


Some months ago I purchased a few shares 
of American Bank Note. I have seen no rc- 
cent comment regarding the company’s opera- 
tions or the market outlook for the stock. 
Would you advise me to increase my holdings 
of seventy to an even hundred?—A. M. L., 
Rutherford, N. J. 


American Bank Note Company for the 


Securities 


six months ended June 30th, 1923, show 
earnings equivalent to $7.31 a share 
the stock which compares with $4 
earned in the same period of 1922. TI 
balance sheet as of June 30th, 1923, sho 
a strong financial condition, working cay 
tal being $6.3 million and ratio of cu 
rent assets to current liabilities six to o1 
This company has an excellent recor: 
Even in periods of general business « 
pression it has been able to show lar; 
profits. At present levels of around 84, 
the stock does not give a very large rm 
turn as a $5 dividend payer, but when 
is considered that earnings in the past t 
years have averaged $11 a share on tl 
stock and are now running at the rat 
of $15 a share, it can readily be seen that 
stockholders may reasonably lock fo 
ward to larger dividends in the futur 
In 1922, the company paid an extra cas 
dividend of $11 a share and also a 10° 
stock dividend. It is quite likely th: 
there will be other melons of this kind i 
the future. We consider the stock a ver 
good long-pull holding. In regard to it 
creasing the number of shares you hold 
this would depend, in our opinion, largely 
on the amount of your investment fund 
and what percentage are tied up in th 
stock. No matter how good a security 
may be it is never well to place more thai 
a certain percentage of your funds in that 
one issue. 


ORPHEUM CIRCUIT 
Improvement in Earnings 


What is the outlook for Orpheum Circu 
stock? I have held 200 shares for more tha 
a year and have been advised to average 
holdings by purchasing additional stock at th 
present price.—F. N. R., Danbury, Conn. 

Orpheum Circuit. for the year ended 
December 31, 1922, only earned 2 cents : 
share on the 549,170 shares of common 
stock outstanding. This compares with 
42 cents a share in 1921 and $4.14 in 1920 
However earnings have shown marked 
improvement this year, net for the first 
eight months totaling about one million 
The company has $543,000 preferred divi 
dend payments to make yearly, so that, 
even if earnings are maintained at this 
rate for the last four months, the com- 
pany should show about $2 a share earned 
on the common stock after deducting de 
preciation. Balance sheet as of Decem 
ber 31, 1922, showed current assets o/ 
$942,000 with current liabilities of $1,150,- 
000. A liberal dividend policy cannot be 
anticipated until the company’s finances 
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further strengthened. Under 
» circumstances we do not con- 
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ion that at present price of 17 they 
have rather fully discounted the 











it advisable to purchase any 
re of the stock as you should 
tie up too much money in a non- 
dend payer when there are good divi- 
l-paying stocks available. We would, 
ever, continue to hold the stock, 
igh not adding to the original com- 


mitment, for events may turn out even- 
tually even more satisfactorily to stock- 
holders than the progressive improve- 
ment in earnings this year would indi- 
cate. (Please turn to page 1132) 





Inquiries on Railroad Securities 


{ESAPEAKE & OHIO CONV. 5s 
Yields 6% 


‘ease let me have your opinion of Chesa- 
Re 


€ Ohio convertible 5% bonds and Cen- 
| of N. J. first mortgage 5% bonds.—R. G 
Auburn, N. Y. 


hesapeake & Ohio convertible 5s of 
6 are not classed as a gilt-edge issue, 
from the record of the road, we con- 
r them a good medium-grade bond. 
bonds are convertible into stock from 
ril, 1923, to April, 1926, at $90 a share; 
m 1926 to 1936 at $100 a share. As 
present price for the common is 63 
early value is likely to be attached to 
convertible privilege, although in 
rs to come, it may be of value. At 
sent levels of 89, to yield 6%, we con- 
r them an attractive investment. 
Central Railroad of New Jersey Ist 5s 
classed as high grade and are a good 
stment, but we would prefer Beth- 
m Steel 5s, due 1936, selling around 
7 to yield 614%, as this would give you 
1 much better return. We consider the 
cthlehem bonds very well secured. An- 
her bond we favor is American Water 
rks & Electric collateral 5s, due 1934, 
ling at 84 to yield 7.1%. This is a 
h yield, but the company has in the past 
years demonstrated so substantial an 
rning power that we feel these bonds 
now in a strong position 


ROCK ISLAND 6% PREFERRED 
Dividend Not Earned 


Last year when Rock Island was doing very 

ull I bought 25 shares of the 6% preferred 
k for investment. This stock has been de- 
ing and I feel rather uncertain in regard 
the safety of the dividend. What do you 
ise?—P. C. B., Saginaw, Mich, 


tock Island for the first seven months 
oi this year showed earnings at the rate 
of less than the road’s fixed charges. 
There may be some improvement in the 
remaining months of the year, but under 
the circumstances the preferred dividend 
con hardly be considered very secure. 
Rock Island may be able to pull through all 
richt and continue the preferred dividend, 
but there is a considerable element of risk 
involved, and we believe your security 
would be improved by switching the 6% 
preferred stock into American Water 
\Vorks & Electric 6% participating pre- 
ferred, selling around 60. At the present 
time this stock is only paying 4%, but as 
earnings are running at the rate of 18% 
on the issue, the full 6% payment is ex- 
pected in the near future. 


for OCTOBER 13, 1923 


GREAT NORTHERN—NORTHERN 
PACIFIC 


A Switch Suggested 


My investment in stocks consists largely of 
100 shares each of Great Northern and North- 
ern Pacific. I am not satisfied with this hold- 
ing, as it appears that even the present 5% 
dividend rate is not very secure. I cannot 
afford to have my income from this source 
jurther reduced and will be greatly obliged if 
you will advise me of any switch I could make 
that would give the same return and greater 
security.—0O. U. N., Carlisle, Pa. 

Earnings of Great Northern and North- 
ern Pacific so far this year have not been 
at a rate sufficient to show the present 
dividend of 5% fully earned. They may 
be able to maintain the dividend, but as 
you say it cannot be regarded as very se- 
cure under these conditions. By switch- 
ing Northern Pacific into Baltimore & 
Ohio and Great Northern into American 
Smelting & Refining you would obtain 
approximately the same return, and, in 
our opinion, your security would be in- 
creased. Batlimore & Ohio’s earnings for 
the first eight months this year were at 
the rate of 17% on the common stock, 
and the dividend of 5% is apparently well 
protected. American Smelting & Refining 
in the first six months of the current year 
earned more than the full year’s dividend 
of 5% on the common stock. 


IOWA CENTRAL 4s 
Have Speculative Possibilities 


What do you advise a holder of Iowa Cen- 
tral 4% bonds due 1951 to do, hang on or sell 
out and take a big loss? Even under re- 
ceivership I should think these bonds would 
be worth more than the present price.—M. A. 
M., White Plains, N. Y. 

Iowa Central Rwy. 4s, due 1951, are a 
first lien on the Keithsburg Bridge over 
the Mississippi River, a first lien on 36.60 
miles of road from Belmont to Algona, 
Iowa, and are further secured by first col- 
lateral lien on stock of the Keithsburg 
Bridge Company, and a second lien on 
502 miles following $7.6 million Iowa 
Central Ist 5s. They underly $4 million 
Minneapolis & St. Louis Refunding & Ex- 
tension 5s. While these bonds are de- 
cidedly speculative they have sufficient 
security behind them to warrant the opin- 


unfavorable factors in the situation. 
We believe it best to retain your 
holdings. 


CHICAGO & ALTON 
In Receivership 


Would you continue to hold Chicago & Alton 
preferred stock? I understand the company’s 
earnings are showing up very much better.— 
V. N., Joliet, 1. 

Chicago & Alton earnings have been 
showing considerable improvement, but in 
order to take the road out of receivership 
and put it in sound financial condition 
new money will probably have to be 
raised, and we have no doubt but that 
stockholders will be asked to contribute 
by way of assessment. When a stock is 
facing assessment it is generally the best 
policy to sell out, wait until the assess- 
ment is paid and then purchase the new 
stock rather than to hold the old one 
through the assessment. A good switch, 
in our opinion, is into Erie common. Erie 
is showing splendid earnings, the first 
seven months having been at the rate of 
about $4 a share on the common after 
allowing for the preferred dividends. 


ST. PAUL ISSUES 


Better Opportunities Elsewhere 


interested in the securities of the 
Chicago, Milwaukee & St. Paul, both bonds 
and stocks, and will be glad to have your 
advice. I am not married to these securities 
and if you feel I would improve my position 
by switching I would not be adverse to doing 


so.—S. B., Daytona, Fla. 


I am 


St. Paul has shown considerable im- 
provement in earnings this year, and it 
is now just about covering fixed charges. 
The road has been kept in very good 
physical condition, and, in our opinion, it 
will be able to work out its salvation. 
We consider the bonds to have good long- 
pull possibilities. Both common and pre- 
ferred stocks are not without long-pull 
possibilties, but we are inclined to the 
opinion that no dividends will be paid for 
a long while and that there are other se- 
curities that are more attractive. We ad- 
vise a switch of the preferred. into Rapid 
Transit preferred “when issued” and the 
common into Rapid Transit common 
“when issued.” This is the old reorganized 
B. R. T. System, and earnings for the past 
two years, after deducting fixed charges, 
as now constituted, preferred dividend, 
etc., averaged $3 a share on the common 
stock. With traffic constantly increasing, 
there is a good chance of a greater earn- 
ing power in years to come, and we con- 
sider both stocks to have better long-pull 
possibilities than the St. Paul issues. 
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SPECIAL REPORT DEPARTMENT 


requests for special reports on lists of securities and for 
reports on individual stocks and bonds that we have 

organized a Special Report Department to handle 
with the amount of research work necessary but in all cases estimates will 
rt on any stock or bond listed on the New Yo 
In analyzing lists of securities 
is new service does not in any way interfere with 
the sent free service supplied by the Inquiry Departmest to subscribers which 
entitles them to « brief report om any three securities. 
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Sixteenth Lesson 





School for Traders & Investors 


Use of the “Immediate” Order 


Advantage of Using this Type of Or- 
and How They Should Be Given 


der 


execution of an order to buy or 

sell a certain stock at a stipulated 
price may cost the trader anywhere from 
a large fraction to several points. This 
is true in both active and thin-market 
issues, and particularly when the issue 
has been under accumulation or distribu- 
tion for a considerable period of time, and 
is about ready to enter what may prove 
to be a considerable advance or decline. 
If many traders have the same desire to 
buy around a certain level at the same 
time, it is probable that the stock may 
actually appear on the tape at your price, 
but owing to the large demand, your order 
did not have a chance to be executed. 
You may think your order has been exe- 
cuted only to learn, after the stock has 
advanced a point or more, that you have 
been left behind. 

This condition may occur in either an 
active issue, or in a thin-market stock 
that appears only two or three times a 
week or at most in volume represented 
by from 100 to 500 shares a day. The 
only difference in these two cases is that 
the active stock may get away from you 
only a large fraction or a point before 
you realize that a market order is the 
correct manoeuvre, whereas the thin stock 
may be jumping from one to two points 
between sales. 

Of course, a thin stock is not so de- 
sirable to trade in, on account of the 
probable difficulty in getting out of the 
market when the time comes, but never- 
theless, such an issue may offer very at- 
tractive profits for a moderate commit- 


[ pom fe with regard to the 


ment, and in any event this circumstance 
has nothing to do with the principle we 
desire to present relating to the use of 
the “immediate” order. 


How to Give “Immediate” Order 


The uncertainty referred to above may 
be eliminated by giving an order wherein 
you specify either immediate execution or 
a prompt report of the bid and asked 
price of the issue at the time the attempt 
is made to execute the order. When you 
give your order to buy or sell, just sav, 
“Immediate,” which means that the 
broker must execute the order instantly 
or cancel it and quote the market. Of 
course, this does not apply to orders “at 
the market” as the broker is compelled 
to execute these at the best price obtain- 
able. “Immediate” orders should be given 
only when a price limit is given. 

By this method, instead of delay, you 
get either the quick report of an execu- 
tion, or advice that the order is cancelled 
together with information on the current 
market position of the issue. You then 
have an opportunity to size up the situa- 
tion, and give a new order at the market, 
or at whatever price your judgment dic- 
tates. 

The point is that you know where you 
stand immediately. You do not have to sit 
with vour hands tied, watching the mar- 
ket slide away from you. The “Imme- 
diate Order” saves delay, and often pre- 
vents loss. It applies to either the lone 
or short side and to getting out of as well 
as into the market. 








MR. WYCKOFF EXPLAINS 
SELLING POINTS ARE DETECTED 
(Continued from page 1116) 


HOW BUYING AND 





repeatedly shown that others find it im- 
possible to reconcile the news factors and 
so-called fundamentals with the move- 
ments of the stock market. Those who 
have confined their view solely to the busi- 
ness and banking situations during the 
past twelve months, have failed as prog- 
nosticators. Those who bought or sold, 
because the European situations looked 
good or bad, were likewise confused. 
Show me any analysis of the known 
factors of the past year which has ac- 


1126 


curately gauged the future of the market 
even thirty days in advance. On the other 
hand, I can show you many instances 
where the action of the market has 
correctly indicated that prices would ad- 
vance or decline, and our subscribers have 
made a great deal of money by following 
our advices to buy and sell, which, 
although not invariably correct, have 
shown a good profit in the net. An espe- 
cially marked advantage accrued to those 


who liquidated in October 1922, when we « 


so advised, and began repurchzsing in Tuly 
of this year. The “Martct Prospect” j 
the files of THe MaGaAzIne or Ws, 
Street furnishes ample confirmation 
this fact, as does our growing client 

I claim that it is practically impossi! 
for any man or organization to absorh, 
analyze and digest the many thousands of 
factors which now influence the course 
of the stock market, and deduce f1 
these factors a conclusion on which 
course of prices mav be predicted wi 
any fair percentage of success. The pr 
lem is entirely too complicated—especially 
so when those who work on the ab 
basis rarely understand the highly . 
portant element of stock market tech- 
nique, which includes as its main element 
a study of the manipulative forces that 
are constantly at work in practicallv all 
of the active stocks. If anyone believes 
he can thus predict market movements 
of ten points or more in the average price 
of any standard group of stocks, I should 
like very much to know his name, for I 
have been searching for him for manv 
vears. Numerous people have claimed 
that they could, but I have not found anv 
one who could, nor have I encountered, 
after a careful search, anv one who is 
well satisfied with the results obtained 
from operations conducted under the ad- 
visory services of those who claimed to 
he exnerts in this field. That seems like 
a prettv broad statement; but can it he 
refuted? 

It is true that an experienced operator 
can so disguise his operations as to make 
them look like accumulation when he is 
really distributing, but he can only do 
this up to a certain point. There are wavs 
in which his real purpose may readilv he 
detected and a like nosition assumed bv a 
trader desiring to benefit by the skilled 
efforts of the large operator. True. the 
problem is one of internretation, which 
requires lone exnerience, thorough know!- 
edge and skill; but as even the most im- 
nortant of those who are operating in a 
large way are unaware of what the future 
holds for general business, for the stock 
market or for individual industries or 
securities, such operations must be tenta- 
tive, subject to correction or reversal at 
a moment’s notice, and invariably carrv- 
ing a large percentage of risk. If this 
be true of the most important among 
those who deal in the market. how much 

(Please turn to paae 1145) 
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New Issue 


Poo PSs Ti beret 


$6,000,000 
REPUBLIC OF SALVADOR 


Customs First Lien 8% Sinking Fund Gold Bonds 


Series ‘“‘A” 
Dated: July 1, 1923 Due: July 1, 1948 
Interest: January 1 and July 1 Denominations: $500 and $1,000 





Coupon Bonds with privilege of registration as to principal. 
Payable in New York at the Metropolitan Trust Company of the City of New York, both prin- 
cipal and interest, in gold coin of the U. S. A., of or equal to the standard of weight and fineness 
in effect on July Ist, 1923. 
Fiscal Agent: METROPOLITAN TRUST COMPANY OF THE CITY OF NEW YORK, New York 





The United States of America and El Salvador have entered into an exchange of formal diplomatic 
notes with reference to this loan (certified copies of which are on file with the Fiscal Agent and 
open to inspection on request), by which Salvador on its part assures the United States that it will 
co-operate in every respect with the Government of the United States and the Bankers in carrying 
out the terms of the loan contract, and the United States on its part takes cognizance of the terms 
of the loan contract and states that the Secretary of State of the United States is prepared to carry 
out the stipulations with reference to him in Articles IX, XIX and XXIII of the loan contract should 
it be necessary to do so. 








REDEEMABLE by 4% sinking fund, operat- . Special Stipulations — 
ing semi-annually, commencing July 1, 1925, 7 . — . . 
applicable to purchase in open market at or be Any disagreement, question or difference of any nature whatever 
low 110. If not so obtainable, aes — regarding the interpretation or performance of the loan contract 
monies remain on deposit with Metropolitan ¢ } yee eeeen sn Citel Nactinn at the Gut ne . . 
Trust Company to be applied on any interest shall be referred to the ( huey Justice of ine St] rem A ourt of 
date on and after January 1, 1934, to redeem the aa through the Secretary of State of the I S., for di 
bonds by drawing according to following sched- cision, and his decision shall be final and binding 

ule (unless purchaseable at a lower price in 
the market) : Customs Revenues in U. S. gold — 


. 1, 1934—July 1, 1938, at 110% 
= 1, i999 —July 1’ 1943, at 107%2% 1910-1922 $40,634.749 


1, 1944—Maturity - at 105% Average 3,125,603 
NOT CALLABLE as a whole or in part before 1918 lowest 2,297,002 
pea 1, es a ; 1920 highest 4,374,595 
Thereafter callable as a whole or in part on any 
Theveet ae cal 1923, a = om —_ : ; 2,486,853 
Jan. 1, 1984—July 1, 1938, at 110% or, in att e rate of about... .7 times requirements 
Jan. 1, 1939—July 1, 1943, at 107'2% as against: 
Jan. 1, 1944—Maturity - at 105% Interest and Sinking Fund Requirements of..$ 744,000 
EXEMPT from all present or future taxes of —diminishing each year at lenst 19,200 


Salvador. 


For Metropolitan Trust Company: ni . ’ . ‘“ 
Carter, Ledyard & Milburn, New York. First lien on 70% of Customs Revenues which are collectable 


i Clie Me ie a in U. S. gold and will be collected by the Metropolitan 

Robert Lansing & Lester H. Woolsey, Trust Company through its representative in San Salvador. 

Washington, D. C. 
Hornblower, Miller & Garrison, New York. . High Standing of Customs Lien Bonds — 

LEGAL OPINION The high standing of Government bonds secured by liens on 
Hornblower, Maller 6 Gervisen, New York. Customs Revenues is evidenced by the fact that the Cuban, 
C. V. Miranda, Esq., San Salvador. Dominican and Brazilian 1898 Customs lien issues are selling 

on a 5% to 6% basis. 
SALVADOR The history of Government bonds secured by Customs Revenues 
° Commercially the = progressive of the collect-d by agents of the bondholders or by representatives yf 
Central American Republics. foreign Governments is without a record of default 
. There are approximately 114 people per square . 


mile—a density probably approached in no a ° . 
country on the American Continent. Minimum Redemption Price — 


3. Population: 1,500,000 exclusively of Euro- The minimum redemp.ion price being 105, the par value of 
pean and Spanish-American descent. the bonds is equivalent to at least 105. 
A stable Government, since 1898 selected by Application will be made for listing these bonds on the 
peaceful elections. : New York Stock Exchange 
. The Sao Paulo of Central America: Over ‘aca incies 
100,000,000 pounds of excellent coffee prfo- - 3 . 
duced annually, most of which is exported. The larger part of this issue having been sold, we offer 
3. Sound currency system on gold basis; never the unsold balance at 
any depreciated paper money. Price: 100% and accrued Interest, to Yield about 8.20% 


. There is an extremely large and varied owner 
ship of land and therefore no agrarian prob- 
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F. J. LISMAN & COMPANY 


Estabilshed 1890 
20 Exchange Place New York 


While we do not guarantee the statements herein contained, they are based upon information which we believe | 
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TYPES OF STOCK THAT SHOULD BE AVOIDED BY THE 
SMALL INVESTOR 


(Continued from page 1101) 








why, if it is an undesirable stock for the 
small investors, is it a desirable stock for 
anybody? The answer is simple. It is 
important for the small investor to get a 
good return on his money whereas for 
the man of means it is frequently an 
embarrassment. Since the present income- 
tax law was enacted the wealthy have 
been very chary of receiving large cash 
dividends. For the rich man, therefore, 
a stock like Woolworth is attractive, cash 
dividends are small, and he has that much 
less to pay in taxes. On the other hand, 
he has the stock of a company that has 
steadily increased its earning capacity 
since organization and which apparently 
has every prospect of continuing to show 
increased earnings in the future. In other 
words, in years to come appreciation in 
the value of the principal will probably 
offset the present small return. The case 
with the small investor is, of course, 
entirely different; his income-tax pay- 
ments are relatively small, and there is 
no good reason why he should not get a 
good return on his investments. 


The Case of Woolworth 


F. W. Woolworth Company is paying 
dividends at the rate of 8% per share per 
annum on its stock which, at present price 
levels, gives a return of only 3.15%. This 
would not be so bad if an early increase 
in the dividend rate is to be anticipated, 


but apparently such is not the case. In 
August, President H. T. Parson stated, 
there would be no extra cash dividend, 
stock dividend or splitting up of shares 
of this company in 1923, nor were any 
plans in contemplation for such action in 
1924. Woolworth still carries good will 
on its balance sheet at $30 million, and 
the policy of the company, according to 
its officials, will be to reduce this good-will 
item to smaller proportion before further 
rewarding stockholders. This is obvious- 
ly a situation that does not appeal to the 
small investor. It looks like too long a 
wait before there will be any material 
reward. 

Woolworth is not the only company 
that is showing steadily increasing earn- 
ings and that has not in the past “been 
adversely affected by business depression. 
There are many others, some of which 
give a liberal return. American Tobacco 
is a good example. This company is in 
just as strong financial condition as Wool- 
worth, its earnings are not affected by 
general business depressions and have 
been steadily increasing over a long pe- 
riod of years. American Tobacco pays 
12%, and at present price of 145 yields 
8.3%. The small investor purchasing 
this stock is in a much better position 
for he not only receives a liberal divi- 
dend, but has a stock with apparently 
just as good prospects of appreciating 
in value as Woolworth. 





4—Stocks That Have Wide Fluctations 
Why They Are Not Suitable to the Small Investor 


HE average small investor, while, of 

course, desiring a profit on his hold- 
ing, is or should be mainly interested in 
the market stability of the security and 
return afforded by it. Appreciation in 
value is greatly to be desired, but unless 
there is stability to this appreciation, tem- 
porary enhancement in a stock having 
violent market movements, may prove a 
costly boomerang. He may buy a swiftly 
moving stock, have a considerable paper 
profit in August with dreams of further 
profits based on expectations aroused by 
the advance. September .comes around 
and the paper gain may not only have 
been wiped out, but market quotations 
show a loss. 

Should anything come up in his affairs 
demanding the sale of the stock just at 
this particular time, it must be sold for 
what it will bring. He may not have to 
sell, but if the advance in the stock se- 
lected has been due to speculative effort 
and not warranted by intrinsic value, he 
must be prepared for a long siege until 
conditions are such as to induce another 
combination of speculators to become in- 
terested marketwise in the shares. This 
may occur and it may not. If not, the 
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amateur small investor, in the language 
of the street, continues “out of luck.” On 
the other hand, had he selected a well- 
seasoned stock, whose previous earnings 
and dividends have been of a stable char- 
acter, not only would his principal have 
been protected by its stability, but he 
would also have received the benefit of a 
satisfactory return thereon. 


An Illustration of the Above 


With these contingencies and possibili- 
ties in mind, a stock which does not seem 
to measure up to the requirements of the 
small investor is that of E. I. du Pont de 
Nemours & Co. There may be profits 
therein to be garnered by the nimble spec- 
ulator, but the risks involved are greater 
than the small investor would be justified 
in assuming. At the present market of 
around 125, the return is only 4.8% on 
the investment, as dividend is $6 per an- 
num. It has been rumored the rate would 
be increased to $8 a share, but this, as 
yet, is only a rumor. If such action is 
taken by the directors, the return would 
then only be 6.4%, which would be too 
small to justify the risk. A great many 
bonds having a more stable market career 


sell at a price to return a better yield 
and there are any number of stocks of 
strong companies selling on a more fayor- 
able basis. 

Analyzing the activities and earning; 
of the company will result in further 
doubt as tothe desirability of this stock 
for the small investor’s funds. It is the 
largest factor in the -explosive industry; 
in the country. Owing to the curtailment 
in demand for its products at the termi- 
nation of the war, activities were ex 
ed to other channels, and it is extensively 
engaged through subsidiary companies, jn 
the manufacture and sale of dyes and 
chemicals, paints and varnishes, arti‘icial 
leathers and silks, celluloid products and 
other specialties. In addition, it is he 
interested in the automobile busines 
it owns over 36% of the common 
of the General Motors Corporation. 

Capitalization is large. Total funded 
debt, including guaranteed bonds, am 
to $32,278,000. Total preferred stoc 
aggregate $71,259,950, on which 6% per 
annum is paid, and this is followed by 
$95,067,000 common. For the _ twelve 
years, 1911-1922, net receipts from 
commercial business, not including 
earnings, nor revenue received fron 
General Motors investment, averaged ap- 
proximately $7.7 million annually. 
year, total earnings were $12.9 million 
with $334,234 received from sales of 
estate and securities or only a little over 
% on the present outstanding com 
stocks. For the first six months of the 
current year, earnings showed an impres- 
sive increase, net being almost $12 mil 
or $8.50 a share on the common, but this 
was a period of tremendous productive 
activity and demand and cannot rea 
ably be considered a manifestation of 
normal public requirements or corporate 
earnings. Drilling activities in the oil in- 
dustry were at a peak, as was building 
construction. Both are declining. Whil 
General Motors is in an excellent finan- 
cial and trade position, automobile 
duction and profits have been at an 
precedented rate. There are many indi- 
cations the peak has been passed. 
considerable slowing down of commercial 
activities generally will particularly affect 
du Pont, as there is no company whose 
prosperity is more dependent on good bus- 
iness conditions throughout the country, 
owing to its interest in so many lines of 
industry. 

Bearing in mind that in 1922, which 
was generally a good business year, the 
company practically only earned its pres- 
ent dividend requirements, and when a:d- 
ing the admittedly abnormal earnings of 
the first half of this year, the average 
for the eighteen months is only around 
$9 a share, there does not appear st 
cient margin over dividends to justify the 
present market price of the stock, from 
the standpoint of the ordinary investor. 
There may be profits for the quick 
speculator, but there are evidently 
much better media for the funds of 
the small investor who is not watch- 
ing the stock ticker all the time with 
a Jesse Livermore understanding of 
its language. 
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Making ‘PURE OIL 
Service Universal 


Gasoline and Motor Oil economy and satisfaction 
require constant use of the same products. 


It is essential that products of your choice be 
everywhere available. 


Preference for Pure Oil Company’s quality by dealers 
who know, and this Company’s coast to coast dis- 
tributing plants and service stations, insure the mo- 
torist unsurpassed convenience of supply and con- 
stancy of quality in gasoline and motor oil. 


The PURE OIL Co. 


PRODUCERS 
REFINERS 


ee MARKETERS 
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Odd Lots 


By purchasing 10 shares of stock 
of the leading companies in ten 
diversified industries, greater mar- 
gin of safety is obtained than by 
purchasing 100 shares of any one 
issue. 

Adverse conditions may arise in 
which any industry might be af- 
fected, but it is unlikely that the 
ten industries would be affected 
simultaneously. 

Many advantages of trading in 
Odd Lots are explained in an in- 
teresting booklet. 


Ask for M.W. 312 


100 Share Lots 


Curb Securities Bought or Sold for Cash 


ian | 
3 
=| 


9 ame CATKASED 


John Muir & (0. 


New York Stock Exchange 
Members { New York Cotton Exchange 
N. Y. Coffee 4 Sugar Exchange 


61 Broadway New York 




















GOODBODY & CO. 


Members of N. Y. Stock Exchange 


115 Broadway, New York 


Telephone Rector 8120 


Direct Private Wires to: 
Baltimore, Md. 
Boston, Mass. 
Buffalo, N. Y. 
Hartford, Conn. 
Ithaca, N. Y. 
Paterson, N. J. 
Philadelphia, Pa. 
Rochester, N. Y. 


Wilmington, Del. 
Toronto, Canada 

















New York Stock Exchange 


Pre-War 
Period 


1909-13 
High Low 


fd 
Chicago & Northwestern. . 
Chicago, R. I. & Pacific 
Do. 7% Pfd 


Delaware & Hudson... 
power, Lack. & 


Do. Ist Pfd.. 
Do. 2nd Pfd.... 


Illinois Central 


Lehigh Valley 
Louisville & Washvilie 


147% 
» Shiceee & St. Louis. 10934 
i Wacsesstee % 


Pennsylvania eee 
Pere en eocceceescee 
tts. 


._- 


De. 2nd Pfd........ cocee @ 
St. Louis-San Francisco 
St. Louis Southwestern 
Southern Pacific 
Southern Ry 


Tans Pacilie..cccccccececse 40% 
Union Pacific : 219 





Western Maryland 
at ag reper 


INDUSTRIALS: 


Adams Express coccec cele 
Allied Chem. .......+++ eecee os 
Do. Pid 


Py 

Do. 
Am. Beet Sugar 
Am. —_— Mag 


Am. International 
Am. Linseed 


Anaconda 
Associated Dry Goods 


seecceees 0x 


cthichem Steel B. cocceeee #51 
7% Pfd. 80 


War Post-War 
Period Period 


——_—__ 
1914-18 1919-1922 
H L 


75 
75 


116% 

i 

90 111% 

147 144% 
53 43 43 


ee 
High Low igh 0 High 


100 
21% 


Last 


Div'd 

Spr 

Sha-e 
6 


6 
7 
§ 
4 


Saa: ° 


+ a steonte: 


— 


+ WOQPea-t8eNe: 


— . 
0S @ ~3 a «3 «1: 
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Price Range of. Active Stocks 


Post-War 
Period 


1919-1928 
Low 


Pre-War War 

Period Period 

INDUSTRIALS 1909-13 1914-18 
Continued: i Lo High Lo High 
30 87% 


Last 
Oct. 3 


4 
*166 


secveee ss 9185% *114% *150% 
ca ci okeeanucan ee ™ 50% 
Pfd cocccccccess SOK 61 113% 
eseoceccccoce SOO 6% 109% 
Cuba Cane Sugar............-- ns 76% 
Cuban Amer. Sugar.........*58 *33 40 *273 
Enc ~~ weeegen eeccccccce ve ee ee 


Do 
Cruc ible Steel. 


* 


Frecport Tex. .ccccccccccces +: 70% 
Gen’! Asphalt........+..... 42% 894% 
Gen’! Electric. ..cccccccccee 188% 187% 
Gen"! Motors. ...ceceseses "51% *850 
Do. 6% Pfd..cccccccceee => 99% 
Do. 6% Ded.ccocccccccce oe at 
Do. 7% Deb... ccccccssees - = 
86% 80% 


Goodrich 
Do. Pfd. SORTS EO 116 
Gt. Nor. Ore...ccccccccecse 88% 
Houston Off... .cccccccccces 85% 
Hudson Motor8.....cssceeee - 
Hupp Motors......ssessees - 
Insviration oeseonse e154 
Inter 


eee eee eet eeeeee 


Inter. 

Inte per 

Invincible on 

Kelly Springfield. 
Do. 8% Pfd. 

Kennecott 

Keystone Tire... 


Loews, Inc.... 

Loft 

Miami Copper. . coe 

Middle States Oil....... * 
Midvale Steel. ......... eee os 


. Air Brake.........0- 98 
Dock. ..cccccccccces 10% 
th American............*87% 
Pacific Of ..cccccccccccces o> 
Pan. Amer. Pet.....eeseeee +> 
Do. B 
Philadelphia Gov cccccececcs 5944 
Phillips Pet 
Pierce 
Do. d 
Pittsburgh Coal......+.-- 
Pressed Steel Car........--- 58 


Ray ye. <o cccceccccces 
Replogle Steel. 

Republic I. & S.....ccccee. 49% 
Do. cocccccccedsase 
Royal pan =. Weseceecese ve 
Shell T. & T S08 ¢e 
Sinclair Con. Oil.......... ' 
.~ Of] MH. Joccccccccss $448 


Pid 
Stromberg Carb........+.++ 
Studebaker Sececcoeses 49% 


| 
DE Tila ceecsecesese.es 
United Fruit. .....ccceee+-+ 208% 
Un. Retail Stores........... -- 
©, Pt PR ccosseseses 

S. Rubber. . 


Utah Copper........2c2022. 67% 
Vanadium . 


Woolworth ....-cseecceeeecl 2TH 


* Old stock. 
t Bid mrice given where no sales made. 
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INVEST“MENT 
SUGGESTION 





We recommerd 


Queens Borough Gas 
& Electric Co. 


Refunding Mortgage 
6% Gold Bonds 


DUE SEPTEMBER 1, 1953 


TO YIELD OVER 6% 


Mc DONNELL & (o, 
120 BROADWAY 

NEW YORK 

Members New York Stock 


Exchange 


LOS ANGELES 


SAN FRANCISCO 














Stocks, Bonds, 


Cotton, Grain, Provisions, 


Insurance Stocks 


Unlisted Securities 


Insurance Stocks a Specialty 


CHARLES SINCERE & CO. 


Board of Trade Bidg., 
Chicago, IIl. 
Members 


New York Stock EBaohkange 
OnMeago Stock Exchange 
OnMoago Board of Trade 


























LANDEN, VERCOE & CO. 
DESHLER HOTEL BLDG. 
COLUMBUS, OHIO 


Members of 
NEW YORK STOCK EXCHANGE 
PITTSBURGH STOCK EXCHANGE 
COLUMBUS STOCK EXCHANGE 














Reading 
N. Y. Central 
So. Railway 





Write for Our Analysis 
of Prospects for the 
Above Stocks 
| 
SuTRO & KIMBLEY 
Members New York Stock Exchange 
66 Broadway 
New York 




















ANSWERS TO INQUIRIES 
(Continued from page 1125) 








TRANS-CONTINENTAL OIL 
Weak Financial Condition 


At the present market price I have a loss 
of $500 on 100 shares of Transcontinental Oil. 
Is there any possibility of the stock recovering 
or would I be better off to take my loss and 
forget it?—R. L. F., Portsmouth, N. H. 


Trans-Continental Oil might be termed 
“property poor.” It has a great deal of 
property, but no money. The balance 
sheet as of December 3lst, 1922, showed 
current liabilities of $10.7 million as 
against current assets of only $4.2 million, 
and of the current assets only $480,000 
was in cash. Under present conditions in 
the oil industry, when even the strongest 
companies have use for all the money 
they control, it is difficult to see how a 
company like Trans-Continental in such 
weak financial shape will be able to 
weather the storm. It is badly in need of 
additional capital, and as it already has 
$7 million funded debt, it is hard to see 
how the company can raise any additional 
money except at the expense of stock- 
holders. There are 2 million shares of 
stock of no par value outstanding. Under 
present conditions we consider that stock- 
holders have little to look forward to, and 
our advice is that you sell out your 100 
shares at the market and switch into some 
security with better prospects. A sugges- 
tion is Willys Overland common, selling 
around 6. This company in the first six 
months of the current year earned $3.30 
a share on the common stock after allow- 
ing for preferred dividends at the reg- 
ular rate. It is now in strong financial 
position, and we consider the common 
stock at these levels to have good pros- 
pects for appreciation in value. 


VAN CAMP PACKING COMPANY 
Recent Earnings Not Available 


Please advise me what to do with 100 
shares of Van Camp Packing Company com- 
mon stock?—0O. G. 8., Barren, Pa. 


The Van Camp Packing Company owns 
and operates 14 plants, the most important 
of which are in Indianapolis and Louis- 
ville. The products of the company enjoy 
a national market: the widest distribution 
is in “Van Camp’s Pork and Beans,” 
“Van Camp’s Milk,” and “Van Camp’s 
Soups.” The heaviest volume of business 
is in “Van Camp’s Evaporated Milk.” 
The company’s output includes over fifty 
varieties of articles. It is rather difficult 
to advise you in regard to your stock 
for the latest balance sheet made public 
is as of March 31, 1921, and no recent 
statement of earnings has been given out. 
As of March 31, 1921, the company re- 
ported current assets of $6.2 million as 
against current liabilities of $2.2 million. 
Capitalization consists of $3 million first 
mortgage bonds and $4.7 million 7% 
cumulative preferred stock, and 60,000 
shares of common stock of no par value. 
Earnings for the years 1916 to 1919, in- 


clusive, averaged over $1 million per an- 
num, but in 1920 the company took con- 
siderable loss on its inventory account, 
Nothing has been published in the way 
of earnings since, but as the market price 
of the company’s securities has steadily 
been declining apparently it has not been 
doing very well. At present levels of 
around 8 we should say that the stock has 
speculative possibilities, for the company’s 
products are well established and it may 
be able to regain its substantial earning 
power of past years. 


CERTAINTEED PRODUCTS 
Operations on Favorable Basis 


What can you tell me about Certaintced 
Products Co.? I understand the company is 
doing much better and that the stock is a buy. 
—R. R., Port Chester, Conn. : 


Certainteed Products Company has 
shown remarkable improvement in earn- 
ings. For the first six months this year 
the company earned after deducting taxes, 
depreciation and preferred dividend $4.56 
a share on the 92,000 shares of common 
stock of no par value. This compares 
with only 44 cents a share earned in the 
corresponding period of 1922, and com- 
pares with $2.85 a share earned for the 
full 1922 year. In April of this year, the 
company took over complete management 
of the plants of Cook Linoleum Company 
and the Standard Inlaid Manufacturing 
Company and the Acme Cement Plaster 
Company. The work of adjusting these 
new plants to single management and re- 
shaping the organization for enlarged 
work was practically completed June 30th, 
and the earnings of these new lines are 
expected to be more fully reflected in the 
last six months of this year. 


August shipments of the company were 
considerably in excess of July, and orders 
on hand insure continued operations of 
all plants through September. Indications 
point to a heavy autumn business. On 
basis of these earnings and the good 
financial condition of the company which 
has current assets of $7.7 million as 
against current liabilities of only $2.1 mil- 
lion, we would say that the common stock 
has attractive speculative possibilities. 


PACIFIC OIL 
Long Pull Outlook Favorable 


What is your opinion of Pacific Oil at 
present prices? I am more interested in the 
long range outlook than in any immedicte 
— in the stock.—A. L., Jersey City, 


Pacific Oil Co.’s earnings have been ad- 
versely affected by the low prices prevail- 
ing for oil in California, due to the big 
overproduction. At the same time, Pacific 
Oil has been able to show sufficient earn- 
ings in the first six months of this year 
to cover the present dividend rate with a 
fair margin. The company owns very 
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valuable oil lands in California which 
have not yet been developed, and, from 
the long-pull point of view, the stock is 
attractive. We consider it best for you 
to retain the shares at this time, for at 
present prices, we feel it has rather fully 
discounted any unfavorable factors in the 
situation, and, as soon as there is improve- 
ment. in the oil situation, we look for the 
stock to give a good account of itself. 


WRIGHT AERONAUTICAL 
Good Speculation 


Wright Aeronautical at present price of 
around 9 and paying $1 dividends looks good 
to me as I believe that the aeroplane is go- 
ing to be much more important in the future. 
Would like some information about the stock. 
—S. H. N., East Liverpool, 0. 


Wright Aeronautical Co.’s_ capitaliza- 
tion consists of 224,490 shares of common 
stock of no par value. The company has 
no funded debt and is free of bank loans. 

s financial condition is very sound, and 
the company has a fund of $2,900,000 to 
provide for contingencies that might arise 
through liquidation of the old Wright- 
Martin Co. U. S. Government has stated 
that it is going to bring suit to recover 
the money which it claims was paid to 
the old Wright-Martin Company illegally, 
but the best legal opinion is that they 
will have little chance of winning the 
suit, and it may never be brought, as a 
year has already passed since the an- 
nouncement was made that suit would be 
brought. If nothing comes of this suit, 
the fund of $2,900,000 would be available 
for other purposes and would make the 
stock undervalued at present levels, as 
this fund alone is equal to more than the 
present market price. We consider the 
stock an attractive speculation at these 
levels. Earnings have averaged over $2 
a share for the past three years. 


HOLDS STUDEBAKER AND 
WOOLEN 


Both Good for Long Pull 


I have 100 shares of Studebaker and 100 
American Woolen which now stand me a loss. 
1 own these stocks outright and do not mind 
temporary declines if they will do well ulti- 
mately. Would you sell or switch into some- 
thing elsef—F. J., Uniontown, Pa. 


Studebaker in the first six months of 
this year earned over $17 a share, and 
since that time sales of its cars have been 
holding up remarkably well indicating 
very fair earnings for the last six months. 
This would appear to make the present 
lividend rate of 10% very secure, and 
there is a possibility of an extra later on. 
In our opinion, you had better hold the 
stock, for ultimately we look for it to 
go higher. American Woolen common 
we also feel has good prospects of doing 
better. It is true that demand for the 
company’s goods is not as heavy as it was 
in the first six months of this year, but 
indications are that the company will 
cover the 7% dividend with a good mar- 
gin to spare this year. Both Studebaker 
and American Woolen are in very strong 
financial condition. 

(Please turn to page 1158) 
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We invite correspondence 
in regard to any Stocks or 
Bonds, listed or unlisted 


Paine, Webber & Company 


ESTABLISHED 1880 


Investment Securities 


MEMBERS 


New York Stock Exchange 
New York Cotton Exchange 


Boston Stock Exchange 


Detroit Stock Exchange 
Chicago Board of Trade 
Chicago Stock Exchange 


Hartford Stock Exchange 


82 Devonshire Street 
2nd Floor 


ALBANY 90 State Street 
Penobscot Building 
DULUTH Torrey Building 
GRAND RAPIDS..Gr’d Rap. Svgs. Bk. 
HARTFORD 73 Pearl Street 
HOUGHTON 69 Shelden Street 


25 Broad Street 
18th Floor 
Boston New York 


The Rookery 
2nd Floor 
Chicago 


MILWAUKEE.....94 Michigan Street 
MINNEAPOLIS...McKnight Building 
PHILADELPHIA 1422 So. Penn Square 
PROVIDENCE,R.I. Hospital Trust Bg. 
SPRINGFIELD Third National Bk. Bg. 
ST. PAUL Pioneer Building 














186 REMSEN ST. 
BROOKLYN 





WHITEHOUSE & CO. 
Established 1828 


Members New York Stock Exchange 


Strictly Commission Brokers 
in Stocks and Bonds 


Conservative Accounts Carried 


111 BROADWAY, NEW YORK 


Direct Private Wires 


KEYSER BLDG. 
BALTIMORE 





























Market 


Recommendations 


Our market letters analyze 
various industrial conditions 
and point out the underly- 
ing fundamentals which 
cause price movements in 
the market position of se- 
curities, 


Write for suggestions and 
general letter. 


Joseph Walker & Sons 


Founded 1855 


Members New York Stock Exchange 
New York 


61 Broadway 


Telephone Bowling Green 7040 
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E invite inquiry 

of corporations 
seeking advice on their 
problems of financing. 
We purchase entire is- 
sues of 


Railroads 
Industrials 
Municipalities 
Public Utilities 
and 
Mortgages on Improved 


Real Estate. 


BATTLES & CO. 


Established 1890 
Broad 4892 
30 Broad St. 131 So. 5th St. 
New York Philadelphia 
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7% OR BETTER ON AN 
INVESTMENT IN PUBLIC 
UTILITY SECURITIES 
(Continued from page 1113) 











bonds of Appalachian Power Co. seem 
desirable. The bonds are not callable and 
at par the yield is 7% which is good for 
an issue of this character. Larger part 
of its output is sold in the Pocahontas 
coal regions of Virginia and West Vir- 
ginia. Last year, output of electricity by 
steam plants and water power plants was 
about evenly divided. 

Northern Ontario Light & Power oper- 
ating in the Cobalt, Porcupine and Kirk- 
land Lake mining districts of Canada 
operates four hydro-electric plants while 
Indiana Power Co., which is a relatively 
small organization, supplies power through 
its own transmission lines in the central 
part of the state. It is doing better than 
earning bond interest twice over and 
monthly earnings denote improvement. 


Preferred Stocks 


Among the preferred stocks, Hudson & 
Manhattan Railroad. Co. selling at 50 on 
the New York Curb shows a straight 
yield of 10% on the investment. Two 
months ago, the company declared an 
initial semi-annual payment on this issue 
and since that time the stock has done 
little marketwise in recognition of this 
fact, due probably to the depressed con- 
dition of the market. With the com- 
pany continuing to show ability to 
cover preferred dividends by a wide 
margin, the stock should be entitled 
to a good rating and sell higher on its 
merits. 

Pittsburgh Utilities Corp. 7% preferred 
stock is perhaps known to few being a 
newcomer in the public utility field. 
However, the issue, which has a $10 par, 
is traded in on the New York Stock Ex- 
change and seems destined to become bet- 
ter known on its prospects and earnings. 
The company has just declared an initial 
semi-annual dividend of 314% on the 7% 
preferred stock and in addition declared 
an extra payment of 21%4%. The pre- 
ferred is a participating issue, participat- 
ing with the common stock (all owned 
by United Railways Investment Co.), on 
a fifty-fifty basis in payment of extras. 
Pittsburgh Utilities Corp. is the holding 
organization which took over the 480,000 
shares of Philadelphia Co. common stock, 
formerly held by United Railways Invest- 
ment. Dividends at the rate of $4 a share 
annually are being paid by the latter so 
that the company has an assured income 
of approximately $1,900,000. It is prob- 
able that further extra payments on the 
preferred will be declared from time to 
time, making the present $10 par value 
stock look attractive selling at $11 a share. 


More Speculative Issues 


Under the caption giving suggestions 
for investments in common stocks, the 
table shows the more speculative issues 
which at current prices appear to offer 
good opportunities for speculative profits 
in the event of an upward movement in 
the stock market in addition to showing 


a fair yield which apparently is well se. 
cured meanwhile. 

In the case of Columbia Gas & Electric 
Co. no par value capital stock, selling at 
33, the yield is better than 8% on the in- 
vestment. However, it is extremely prob- 
able that either at the next meeting of the 
board in December or the one after that, 
the dividend will be increased to $3 an- 
nually. In addition, current rate of earn- 
ings appear to justify the increase. It 
is estimated that this year, net for divi- 
dends on the capital stock should approxi- 
mate 7.5 millions or about $5 a share. 

North American Co. common stock, par 
vaule $10, should appear attractive to the 
small investor. The company seems to 
have demonstrated its ability, even with 
the increased dividend requirements, to 
have earnings grow apace. The improved 
showing this year now appears to justify 
the action of the board in its plans for 
split-up of the shares which for a time 
made it appear as if the company might 
not be able to show commensurate earning 
power. 

For common stocks, which have a good 
dividend record behind them, both Phila- 
delphia Co. and Consolidated Gas are 
recommended. Both are well seasoned 
issues with long dividend records and 
demonstrated earning power. 

For the investor seeking an investment 
for a long period of years, it is suggested 
that he should make the bulk of his pur- 
chases among the bonds and notes. Prices 
at which they are now quoted appear at- 
tractive owing to the long period of in- 
activity and dulness in the bond market 
The preferred stocks shown are con- 
sidered good investment issues but the 
common stocks are naturally more or less 
speculative and will be subject to a larger 
degree to stock market fluctuations. 





HOW WILL R. R. CONSOLI- 
DATION AFFECT YOU—AS 
SHIPPER OR SECURITY 
HOLDER? 


(Continued from page 1085) 











widespread consolidation will result in a 
higher standard of service. The desire 
to strengthen the weak roads is based on 
the theory that by so doing they would 
be in a position to furnish better trans 
portation. Many of them are weak be- 
cause the territory upon which they rely 
does not produce a sufficiently renumera 
tive traffic. These are the districts from 
which the main outcry comes. The 
service cannot economically be raised to 
a higher standard than that warranted by 
the volume or character of the business 
available. 

If lines possessing a subnormal traffic 
density are to be tacked on to roads en- 
joying a heavy density, the service on the 
former could be improved. It would 
mean, however, supplying transportation 
at a loss, and 1» make good these deficits 
the entire rate level would have to be 
raised. There is no reason why pas- 
sengers and shippers as a whole should 
pay for a superabundance of service in 
certain sparsely populated or unproduc- 
tive localities. 

Where the weaker roads are unable to 
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render adequate service not because the 
trafic does not justify it, but due to ex- 
cessively burdensome fixed charges, the 
only logical remedy is to reduce or re- 
arrange their capitalization. Naturally 
the owners of their securities would not 
cherish such an expedient; but in many 
cases, the Pere Marquette being an ex- 
cellent example, they have been placed in 
a far better position by a wholesome re- 
organization. The credit of the road has 
been raised and its stockholders are re- 
ceiving some tangible evidence of their 
property’s improved condition. Many of 
the roads with financial structures out of 
proportion to earning power can, in this 
way, be rehabilitated equally as well as 
by thrusting their burden upon other com- 
panies without adequate recompense. 

Since the voluntary plan of consolida- 
tion is not likely to be widely adopted, 
what steps should be taken? The Senate 
bill on Transportation originally provided 
for compulsory consolidation. In _ the 
conference committee meetings, between 
representatives of the two houses, this 
feature was eliminated in favor of the 
voluntary measure ultimately passed. Is 
obligatory consolidation, according to a 
plan which the Interstate Commerce Com- 
mission finally decides upon, the remedy? 
The inequality and injustice of forcing 
strong roads to merge with unprofitable 
lines has already been discussed at suf- 
ficient length and therefore requires no 
repetition. There are also legal difficul- 
ties. Our constitution is an obstacle in 
the way of compulsory consolidation. 
\Vith its present membership it is doubt- 
ful whether the Supreme Court would up- 
hold such a measure. In the light of 
recent decisions by that body it is un- 
likely that they would decide that the 
public interest in a semi-public business, 
such as transportation, would justify 
Congress in requiring railroads to amal- 
gamate when either or both of them were 
opposed to it. 

Permissive consolidation of railroads, 
where they deem it to their mutual ad- 
vantage and where not contrary to public 
policy, seems the only workable alter- 
native. Now that the restrictions em- 
bodied in the Sherman Act have been re- 
moved, the companies will of their own 
initiative undertake mergers whenever 
they recognize that economics in opera- 
tion can be secured thereby. Economic 
law is more effective than countless 
volumes of statutory enactments. Con- 
olidations resulting from gradual evo- 
lution are likely to prove of more perma- 
nent value than an arbitrary plan super- 
mposed upon. the railroads by govern- 
nental authority. 

It is unfortunate that in the transporta- 
tion field, as in every other, there are 
some conspicuous successes and other 
dismal failures. There is no assurance 
that even were all the railroads so 
grouped that they possessed at the outset 
approximately equal credit standing, that 
this situation would continue. Some 
would unquestionably forge ahead at the 
expense of others, unless further progress 
in railroad administration is to be dis- 
couraged. In any system of competitive 
enterprise it is apparently inevitable that 
some must prosper more than others. 
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Seven Per Cent and Safety 








HETHER you can get seven per 
cent. on stock and be certain of 
the safety of your principal depends 
entirely on what is back of the stock. 


.| 
@ American Telephone and Telegraph 
| stock is based on the Company’s 
—_- ownership in the Bell System prop- 
oe erties. These properties include the 
Associated Companies which earned 
5.5% onabook cost of $1,500,000,000. 
These earnings are conservative and 
their continuance may be assumed. 


Its dividends and interest from stock 
and bonds of associated and other 
companies added to its other earn- 
ings, enable the American Telephone 
& Telegraph Company safely to pay 
9% dividends on over $700,000,000 
stock outstanding. This stock can 
today be bought in the open market 
to yield about 7%. 





Full information of this Seven-per-cent-and- 
Safety Investment will be sent on request. 


SECURITIES CO. hne 


D.F. Houston, President 
195 Broadway NEW YORK 
































Stocks Coffee Bonds 
Cotton Sugar Oil Grain 


Orders executed for Cash or Conservative Margin 


PRIVATE WIRES THROUGHOUT THE SOUTH 


FENNER & BEANE 


Members of 
New York Stock Exchange New York Coffee & Sugar Exchange 
New York Cotton Exchange Louisiana Sugar & Rice Exchange 
New Orleans Cotton Exchange Associate Members of 


Chicago Board of Trade 
New York Produce Exchange Liverpool Cotton Exchange 


NEW YORK: 27 William St. NEW ORLEANS: 818 Gravier St. 






































In 


ismans | 


Edward Schildhauer, E.E. 


Formerly Electrical and Mechanical En- 
gineer of the Panama Canal and 
now Consulting Engineer on 
transportation projects and 
an authoritative writer 
on International 
Trade Relations 


discusses 
CENTRAL AMERICA’S 


Economic Position 





—How American investments 
may provide a foundation for 
the great commercial expan- 
sion with Central America— 
Great natural resources await- 
ing development—Trade routes 
of the future which will bring 
Central America to our door- 
steps—The Lesson of Cuba’s 
and Canada’s prosperity. 


A significant article, pointing 
the way to American busi- 
mess men and investors, 
now available. 


Write for free copy to F. J. Lisman & 
Co., Members N. Y. S Exchange, 
20 Exchange Place, New York. 


























YOU Can Have 
$4,000 
In 10 Years 


if you use the right 
method. You need invest 
only $25 a month in sound 
bonds at 6% and let it 


grow at compound interest. 


Learn how to make your 
money work for you in 
this advantageous way. 


Write for our pamphlet 


“A Sound Method 
of Building Capital.” 


Ask for pamphlet M.G.-21 


AtBickmoreé {h 


lll BROADWAY, NY. 




















WHAT HAPPENED TO OIL BONDS? 
(Continued from page 1111) 





went through a perpendicular decline, 
reaching a point only slightly above 20. 

So it has been with Marland indus- 
trially: After the beginning of the year, 
the company developed an unexpectedly 
large production and also closed a big 
contract with an S. O. unit. Its affairs 
seemed wonderfully prosperous. Later on, 
what may have been a depletion of cash 
resources, due to over-expansion, or mere- 
ly a reduction in its current earning power 
ensued. At any rate, the directors deemed 
it advisable to suspend dividends on the 
common shares. 

Marland today might be considered 
nearly as much over-deflated as it was 
over-inflated earlier in the year. The 
company undoubtedly has a large earning 
power under reasonably good oil condi- 
tions; its financial position at the end of 
last year was strong, and this position has 
not been harmed by the conservative ac- 
tion of the directors in suspending divi- 
dend payments: All these factors, con- 
sidered in connection with the Marland 
bonds, tend to strengthen their investment 
appeal. 

Additional attractions, peculiar to these 
bonds alone, exist. They can be bought 
“with warrants,” conveying to the holder 
the right to subscribe to 25 shares of the 
company’s stock at $40 a share; also, they 
are entitled to participate in earnings, 
over and above the coupon rate, at the 
rate of $10 per $1,000 bond per every $1 
in dividends paid on the stock. 

Suppose, for purposes of illustration, 
that we forecast so substantial an im- 
provement in oil conditions as to result in 
(1) resumption of $4 dividends on Mar- 
land stock, and (2) a market recovery in 
the issue to its previous high of $60 per 
share. A _ $1,000 Marland bond, with 
warrants, would then have a “call” on the 
common, worth $20 x 25, or $500; also, 
it would be entitled to $40 “participating 
interest,” over and above its regular $80. 
Thus, the principal value of the bond 
would have been increased by $500, and 
its income return by 4%. 

Some recovery in the oil industry, lead- 
ing to some such recovery as this in Mar- 
land affairs, is altogether too good a pos- 
sibility (although only a possibility) to 
let slide by. If the oil world is to re- 
cover, Marland should be able to re- 
cover along with it; and the provisions 
surrounding the Marland bonds are 
such that any substantial recovery 
would greatly increase their value. 
They may be recommended as an oil 
speculation of a very unique sort. 

BARNSDALL. The Barnsdall bonds, 
as our graph shows, have ruled compara- 
tively firm. Nevertheless, their yield is 
quite high (close to 9%). 

The bonds constitute the only funded 
debt of the holding company. They are 
convertible into Class B capital stock at 
any time at $40 a share; they are pro- 
tected by a sinking fund of $800,000 mini- 
mum and a maximum of one-quarter of 
the net income available for dividends in 


the preceding calendar year; no new issue 
can be floated against the property back 
of them; interest requirements upon them 
amount to only a little over $600,000, as 
against earnings available for interest of 
1.6 millions in 1919, 2.9 millions in 1920, 
0.9 millions in 1921 and 1.1 millions in 
1922. 

Barnsdall is a widely-flung organiza- 
tion, in point of industrial scope, with ex- 
tensive interests abroad. Its recent affairs 
have been unfortunately depressed by oil 
conditions, and it is not looked upon as 
likely to show much in the way of re- 
sults until a decided change for the bet- 
ter occurs. However, the features sur- 
rounding the bonds, quoted above, add 
considerably to their security, and 
they are tempting at current levels. 

PRODUCERS & REFINERS. The 
facts concerning the Producers & Refin 
ers 8s, which are responsible for thi 
issue’s being rated as the best “near in 
vestment” in the oil-bond group, may b 
stated quite briefly: 

The Producers & Refiners 8s constitute 
the corporation’s sole funded debt. They 
are outstanding in only small amount 
($4,177,100), are a direct obligation o 
the company and a first lien on its prop 
erties valued at nearly 40 millions at th 
close of 1922. A sinking fund of 10% 
of the corporation’s net profits is applic 
able to them; interest was earned 9.80 
times in 1921 (the first year in which the 
bonds were outstanding) and 6.94 time 
in 1922. Producers & Refiners manage 
ment is highly regarded in responsible 
quarters, and its properties have substan 
tial actual earning power and very large 
potential earning power. Total income 
has grown steadily, amounting in each oi 
the 5 years, 1918-1922, inclusive, to $373, 
000, $643,000, $3,257,009 $2,801,000 and 
$4,377,000. Finally the bonds may be 
bought with warrants attached, giving 
the purchaser a “call” on 20 shares of 
stock at $50 per $1,000 bond. 

As the prior obligation of a strong, 
well managed and growing enterprise, 
the Producers & Refiners bonds are 
undoubtedly cheap. 





WHICH SECURITY GROUPS 
ARE IN THE SOUNDEST 
POSITION TODAY? 
(Continued from page 1077) 











bales for this time last year. At the same 
time, the world’s visible supply at the be- 
ginning of September was only 1.9 mil- 
lion bales, compared with 3.2 millions at 
this time last year, and 5.7 millions the 
year before. The statistical position thus 
appears to be very strong, and a mainte- 
nance or increase of present price and 
profit levels in the industry seems likely. 

The situation in wool is by no means 
so cheerful. The trend of consumption 
has been irregularly down since the be- 
ginning of the year, July figures of 56.9 
million pounds comparing with January’s 
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§ 77 millions, although the total con- 
iption for the year to date is still some 
@ above 1922 figures. The raw com- 
nodity, after being firm at 57.50 cents a 
nd since November, 1922, has weak- 
i and is now around 53 cents, with 
y sign of going lower. The low level 
demand for men’s wear, and the ex- 
jaustion of most of the unfilled order for 
s overcoatings, together with the re- 
ince of buyers to commit themselves 
vily on their Winter requirements, in- 
te that the woolen industry: will prob- 
face a lean period for the next few 
iths. 
he silk situation was strongly in- 
juenced by the Japanese disaster, as a 
iit of which standard grades of raw 
were driven up, practically in one 
, from $7.50 a pound to $11. When 
Association made its rulings tending 
ivert a corner, and when the estimated 
il extent of the silk loss was finally 
ight down to some 30,000 bales, which 
s less than this country has sometimes 
ported in a single month, it was felt 
I the scare had been overdone, and 
rices receded in some cases by a dollar 
a pound. Silk goods have in consequence 
een firmer, and a considerable demand 
s developed for artificial silks to make 
the shortage. The outlook is for a 
tinuance of this demand at the higher 
ce levels, which should gradually de- 
cline in a few months as fresh silk is 
rought in and the old silk is worked off. 
ofits should therefore remain satisfac- 
y for some time to come. 


position of the textile 

roups cannot intelligently be discussed 
er one general classification. For that 
on they are herewith discussed under 
irate categories. 

(he cotton textiles have not done well 
in the market this year owing to the un- 
settlement in trade conditions caused by 
rising raw material prices. As a result, 
this type of issue has fluctuated in a 
downward direction. While the position 
of the raw material grower is sound, the 
‘ 


Che market 


ime is not true to the same extent of 
inufacturers of cotton textiles. With 
a confused outlook for this industry, their 
shares have relatively: little attractiveness, 
though they have considerably discounted 
» unfavorable situation. 
There is only one large manufacturer 
woolen goods of general interest to 
nvestors, and, as the trade report above 
ndicates, the position of this industry is 
t particularly attractive. The shares of 
the leading factor in this industry have 
reflected the newer conditions prevailing, 
and, while suitable at these levels for in- 
vestment purposes, are not especially 
enticing from a specvestment view-point. 
In the case of leading interests identi- 
fied with the silk industry, conditions are 
quite different from those described above. 
lhe reason for this is principally the ad- 
vance in silk material prices as a result 
of the Japanese disaster. The shares rep- 
resenting this industry have consequently 
held firmer than those representing the 
balance of the textile industries, though 
they have very largely discounted the ex- 
pected improvement in earnings. 
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What Shall I do in 
the Present 
Market? 


AN answer to the above question is of imme- 


diate importance to you as an investor, because 


it means either profits or losses on those securi- 
ties in which you have already committed your- 


self, or on those in which you contemplate action. 


With an atmosphere of uncertainty pervading the entire market, 
and cross-currents of advice and propaganda swirling in all 
directions, you must realize, from an investment standpoint, the 
inestimable value to be derived from the clear vision and scien- 


tific judgment that our Staff can place at your disposal. 


We can point out opportunities to you now which 
we believe will show excellent results. When the 


fog has lifted, these opportunities may have passed. 


The Richard D. Wyckoff Analytical Staff provides 


a highly specialized Individual Advisory Service for af 

the Business Man and Investor whose funds Pd 
i 

approximate $10,000 and over. P 4 ame 

od D. WYCKOFF 

7’ ANALYTICAL STAFF 


ra 42 Broadway, New York. 
What can your staff do for me? 
Il am interested in © Investments 


Send in the cou- 
rs for a long pull or © trading or 
~ © both. 


pon to-day for s 
(Mark the ones you are interested in.) 
details A My present holdings and available capital totals 
. 4 approximately $ 
4 This is to be held in strictest confidence by you. 


I understand there is no charge or obligation in send- 
ing for this information. 


7 
™ 7 City and State 


7 Oct. 18. 


























L. F. Rothschild & Co. 
| 


Inland Steel 
Company 


We have prepared an 
analysis of this Com- 
pany discussing its po- 
sition in the industry, 
and the attractiveness 
of its Preferred and 
Common Stocks. 


A copy of this circular 
will be sent upon request. 


Members New York Stock "Exchange 
120 Broadway New York 





























What is back of 


Cities Service Co. 
Preferred Stock? 


First: Over 100 subsidiary 
companies producing and 
marketing necessities. 

Seconp: Assets of more than 
four times the present mar- 
ket price. 

Tuirp: High earning power— 
Preferred dividend require- 
ments for 1923 were earned 
in less than 5% months. 

Other features include high in- 

terest yield and ready market- 

ability. 


Send for Preferred Stock Cir- 
cular P-18 and a copy of 
“Serving a Nation,” an illus- 
trated booklet showing _ the 
scope of Cities Service Com- 
pany. 


CITIES SERVICE COMPANY 
H erty 
& 
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UNLISTED UTILITY BOND INDEX 
POWER COMPANIES 


Invest- 

ment Asked 
Grade Price 
Adirondack Power & Light Ist & Ref. 5s, 1950.......cee+++ 

Adirondack Electric Power Ist 5s, 1962........cccseceees ee 96 
Alabama Power Co. Ist 5s, 1946 ccccccccccccccccoccece ee 91 
Appalachian Power Co. Ist 5s, 
Appalachian Power Co. 7s, 1986 (Non-Callable).......sseseee+> -- 101 
Ashville Power & Light 5s, 1942............ soccceccecesee ee 95 
Carolina Power & Light 1st 5s, 1988 -- 95 
Central Maine Power Ist & Gen. Mtge. 7s, Ser. A, 1941.........+« ee 
Colorado Power Co. Ist 5s, 1958............0000% eecces ecccececes oe 87% 
Consumers Power Co. (Mich.) Ist 5s, 1936 . B.. 
Electrical Development of Ontario 58, 1938. ........eeseesseessecs 

Great Northern Power Co. Ist 5s, 1985.......cceeeccseesescscese 

Great Western Power Co. 5s. 1946......... ce 

Hydraulic Power Ist & Imp. 5s, 1951. ........+00+- Secccecccecccee 

Indiana Power Co. 7%s, 1941 

Idaho Power Co. 5s, 1947 

Laurentide Power Co. Ist 5s, 1946..... 

Madison River Power Co. Ist 5s, 1935 

Mississippi River Power Ist 5s, 1951 

Nebraska Power Corp. Ist 6s, 1949 

Niagara Falls Power Ist & Cons. Mtge. 6s, 1950 

Penn.-Ohio Power & Light 8% Notes, 1930 

Puget Sound Power Co. Ist 5s, 1983. .......cccceccesceceeseees eee 

Salmon River Power Ist 5s, 1952 ° ° 

Shawinigan Water & Power Ist 5s, 1934.... 

Southern Sierra Power Co. Ist 6s, 1936.........+++. 

Wisconsin Edison Co. 6s, 1924 


ee eeeeeeeree eeeeeteeeee 


GAS AND ELECTRIC COMPANIES 


Bronx Gas & Electric Ist 5s, 1960 = 
Burlington Gas & Light Ist 6s, 1955........ eecccccccoccccccccece - 
Buffalo General Electric Ist 5s, 1939 

Cleveland Elec. Ill. Co. 5s, 1939 - 
Cons. Cities Light, Power & Traction Ist 5s, 1962............+++- o Gee 
Dallas Power & Light Gs, 1949..........cceecceees ececencecccess - 
Denver Gas & Electric Ist 5s, 1949..........+++ Seccecccecoessees A.. 
Evansville Gas & Electric Ist 5s, 1932...... ecccces ecccccocccecccs B.. 
Houston Light & Power Ist 5s, 1931...... ¥“ 
Indianapolis Gas Co. Ist 5s, 1952............ ceccceccece ececcecee B..< 
Nevada-California Electric Ist 6s, 1946 

Oklahoma Gas & Electric Ist & Ref. 7%4s, 1941 

Oklahoma Gas & Electric Ist Mtge. 5s, 1929 -_ 
Portland Gas & Coke Ist 5s, 1940..........cceeeccecee ccccececes B.- 
Rochester Gas & Electric 7s, Series B, 1946 oe 
San Diego Cons. Gas & Electric Ist Mtge. 5s, 1939 

Syracuse Gas Co. Ist 5s, 1946. 
Tri-City Railway & Light 5s, 1930 
Twin State Gas & Electric Ref. 5s, 1953. ......ccceceeees 
United Light & Railway 65s, 1932 


TRACTION COMPANIES 


Columbus Street Railway Ist 5s, 1932. .............0+ Ses ceocccece B.. 
Detroit United Railway Ist Coll. 8s, 1941.......... cccece i 
Galveston-Houston Electric Railway Ist 5s, 1954......... 

Kentucky Traction & Terminal 5s, 1951 eo Cu. 
Knoxville Railway & Light 5s, 1946..............+. eeecccccecece C.. 
Minn. Street Ry. & St. Paul City Ry., Jnt. 5s, 1928..........0s0000 Boe 
Memphis Street Railway 5s, 1945 

Northern Ohio Traction & Light 6s, 1926....... 

Nashville Railway & Light 5s, 1958....... eocce 

Schenectady Railway Co. Ist 5s, 1946 - 
Topeka Railway & Light Ref. 5s, 1958. .....csseccccecsecesesccce De 


ee eeeeteree 


HOLDING COMPANIES 


American Lt. & Trac. 6s, 1925 (Without Warrants)............... Bin 
American Gas & Electric 6s, 2014 B.. 
American Power & Light 6s, Series A, 2016.......ececccecsscssccs B.. 
Federal Light & Traction Ist 5s, 1942 
General Gas & Electric s. f. 7s, 1952 
General Gas & Electric Ist 5s, 1925.....cccccccccscccccccsceees 
Middle West Utilities 8s, 1940 
Standard Gas & Electric 7328, 1941. ....cccccccccceccees 


TELEPHONE AND TELEGRAPH COMPANIES 


Bell. Tel. Co. of Canada Ist 5s, 1925 ee 98% 
Chesapeake & P. Tel. Co. (Va.) Ist 5s, 1943..... eeccece nee Bee 95 
Home Tel. & Tel. Co. of Spokane Ist 5s, 1936 eee - 95 
Western Tel. & Tel. Collateral Trust 5s, 1982. .........eeeeeees ee 98 
~ 
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SLIGHT EASING OFF IN PUBLIC 
UTILITY BOND QUOTATIONS 


Some Fractional Changes in Offering 
Prices Noted, But Market Continues 
Dull With Little Trading 


HERE has been noticeable recently 
some slight shading in the offering 
quotations of some of the public 
utility bond issues, but little business has 
developed as a result. On the whole; the 
market has continued in the doldrums 
with no signs of awakening of activity. 
The list of bonds shown on the opposite 
page shows some fractional recessions 
among a good amount of the usually more 
active issues, but indicate little, losses be- 
ing confined usually to half a point. 
One exception to the rule was found in 
the case of Middle West Utilities 8s of 
1940 on which the offering price moved 
up two points. There has been no special 
news to account for the stiffening of the 
price, and the revision of the offering 
price is probably meaningless beyond the 
fact that for an 8% issue of its charac- 
ter, the notes appear to show an excep- 
tionally good yield. Even at 106, the yield 
is 7.35% on the investment. 


Market Tested Out 


There has been some testing out of the 
market in the shape of comparatively 
small offerings of bonds by some of the 
companies. Among the larger issues in 
contemplation, there seems to be no dis- 
position on the part of bankers to bring 
out any considerable amount at this time. 
Many of the larger companies are defer- 
ring financing awaiting better general con- 
ditions. Southwestern Bell Telephone Co. 
which, it is understood, has been await- 
ing an opportunity to bring out a $50,000,- 
100 issue, is among those which preferred 

await better conditions. Among the 
ew issues in the public utility field was 

500,000 7% gold notes by Standard Gas 
& Electric brought out at par and matur- 
ing in two years. Financing is done pend- 
ing revamping of the company’s funded 
debt, and offering was reported as being 
quickly sold. Public Service of Colorado 
also brought out $5,000,000 of 6s which 
were sold on a basis to yield better than 


6%%. 


Good Opportunities Among Short- 
Term Bonds 


There seem to be some good oppor- 
tunities to be found among the short- 
term notes which were put out when in- 
terest rates were higher. Many of them 
have been called and taken out of the 
market, but there are still some good bar- 
gains to be found among the different 
companies. The Middle West Utilities, 
Series B 8s, mentioned above, should be 
attractive at the current selling price of 
106. Standard Gas & Electric 7%4s of 
1941, Oklahoma Gas & Electric 7%4s of 
1941, Indiana Power Co. 7%4s of 1941, and 
Pennsylvania-Ohio Power & Light 8s of 
1930 all show a yield of better than 7% 
and should be attractive at these prices. 
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Lodestone or Millstone? 


Price, for some firms, is a magnet that attracts 
trade; for others, a millstone that sinks the business. 


Too many houses, when business slackens, curtail 
production and raise prices to cover the mounting 
overhead. They lose their market to those who have 
the foresight to seek more efficient methods—with 
the courage actually to Jower prices and the energy 
to force sales. 


A plant operating at 60% of its capacity can not 
afford to consider 100% of its fixed charges and 
other invariable expenses as the cost of production. 
Unearned burden, a part of the cost of doing busi- 
ness, should not be included in the cost of the product. 


Even those firms having little competition, can in- 
crease sales by reducing prices. Price reduction 
stimulates consumption and broadens the market to 
include new purchasers who would not buy at the 
higher price. 

Price based upon actual cost of production under 
efficient methods is a lodestone—a magnet. Price 
based upon cost of production plus unearned burden 
is a millstone. One means progress; the other, 
retrogression. 


Sound methods of Cost Accounting make it possible 


to apply burden as it should be applied. Such 
methods also disclose the weaknesses and wastes 
inconsistent with efficient management. 
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Go South— 
for 7% with 


Greater Safety 


"THE leading posi- 
tion of Caldwell 
& Company in the 
field of Southern in- 
vestments is based 
primarily upon two 
considerations: 


3. 


Through underwrit- 
ing high grade South- 
ern investments for 
many years, it has 
been an important 
factor in supplying 
the capital for the 
steady growth of 
prosperous Southern 
cities. 


By maintaining the 
highest standards of 
investment safe- 
guards, it has been a 
source of sound in- 
vestments paying 
liberal interest rates, 
supported by the 
normally strong de- 
mand for capital in 


the South. 


Send for a compli- 
mentary copy of 
“THE SOUTH’S AN- 
SWER,” a book sup- 
plying the evidence by 
which you can judge 
for yourself the super- 
ior advantages of 
Caldwell’s 7 

Mortgage Bonds. 


First 


Caldwell & Co. 


INVESTMENT BANKERS 


Dealers in Southern Municipal and 
First Mortgage Bonds 


718 Union Street 


Nashville 


OFFICES 


joo cee ceescessescsssssses=|| 


Tennessee 


IN PRINCIPAL CITIES 


Please send me, without obligation ““THE 


SOUTH’S 
fering List. 


ANSWER” and Current Otf- 








<. *AVERAGE- PRICE « OF «40- BONDS< 
191415 16 17'8 1919 1920 1921 1922 


25 RAILROADS 
85 8 INDUSTRIALS 
4 STREET RAILWAYS 
80 2 PUBLIC UTILITIES 
1 MUNICIPAL 


% 
70 


65 
*U+5+GOVT+ BOND <« AVERAGES< 





eee 1922 — 
9718970271 JFMAMJJASOND JFMAM 
100 
95 


90 





85 

















MARKET STATISTICS 


N.Y.Times 
7——50 Stocks—— 
High Low 

79.37 78.63 
79.53 79.12 
79.90 79.21 
79.76 78.60 
79.43 78.58 
79.72 78.74 
79.68 78.75 
78.93 78.33 
79.43 78.55 
79.58 78.94 
81.01 79.58 
81.20 80.34 


N.Y.Times Dow, Jones Avgs. 

40 Bonds 20Indus. 2( Rails 
Friday, Sept. 21 88.07 q 
Saturday, Sept. 22 
Monday, Sept. 24 
Tuesday, Sept. 25 
Wednesday, Sept. 26 
Thursday, Sept. 27 


Saturday, Sept. 29....... 
Monday, October 1...... 
Tuesday, October 2 
Wednesday, October 3... 
Thursday, October 4 
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SELLING THE PUBLIC ON 
NEW AUTOMOBILE 
STOCKS 
(Continued from page 1117) 








though it declared itself to an investigat- 
committee to be solvent almost imme- 
liately thereafter, the Powertown Tire 
ind Rubber Company was organized as a 
holding company in an effort to pull it 
ross. Transfer of stock was arranged 
be handled by the Philadlphia Bond and 
wtgage Company which, unfortunately, 

r Powertown Tire, happens to be con- 
nected with Burns Brothers, previously 

erred to. 

Speaking of tires, the Dickinson Cord 
fire Corporation, Inc., has been kept 
busy between stock selling and defending 
law suits. It has won every suit and 
made good progress in stock selling 
through N. R. Bagley, Inc., of Newark, 
\.. J., which recently won the displeasure, 

ywever, of the Pennsylvania authorities 

d has been advised to keep out of that 
State until it complies with the Blue Sky 
Law. 

Down in Baton Rouge, -La., Alcee J. 
Rodrequez has been fussing along with a 
ew type of spring wheel for autos. In 
between times he has been making bids 
n behalf of the Rodrequez Spring Wheel 
Company for support from some com- 
munity whereby in exchange for a sub- 
stantial block of stock he will locate his 
factory. As yet, so far as we know, he 
has not convinced any community that it 
eeds his business, 

The Visible Gauge-Valve Corporation 
has been making a big play for share- 
holders in New York, New Jersey and 
Pennsylvania, this summer, but * without 
very marked success. It proposes turn- 
ing out in large quantities a tire valve 
with the gauge set in and covered with 
1 non-breakable' cap. It is one of those 
propositions that appeals rather strongly 
to the motorist, to be sure. It also ap- 
pealed strongly to a certain Western 
Pennsylvania town whose merchants were 
ready to “plunk down” $50,000 for pre- 
erred stock by the “following Wednes- 
day night,” but, it so happened, that a 
ouple of days before the time for closing 
they learned that their $50,000 would rep- 
resent practically all the cash actually 
paid in up to that time for stock. They 
vere to get a factory, so they said, but 
later learned it was just to be an as- 
sembling plant representing an investment 
»f less than one-fifteenth of $50,000 stock. 
Our latest report was to the effect that 
the deal had not been consumated. 

Those who have “taken fliers” in the 
foregoing concerns without first investi- 
gating are now beginning to worry in 
most instances except the Durant group 
and Rickenbacker. In fact, shareholders 
in some, at least, have been kicking rather 
loudly of late that better showings are 
not being made. On the other hand, 
many prospective investors have taken 
the precaution of first investigating 
through their local Chambers of Com- 
merce, affiliated with the Investors’ Vigi- 
lance Committee, Inc., with the result that 
their savings have not been endangered by 
taking such hazardous chances. This is 
as it should be. 
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The Oil 
Situation 


N unusual trade situa- 

tion exists in the oil in- 
dustry—low prices for crude 
oil coincident with high rec- 
ord consumption. Conditions 
in the past having similar ef- 
fect on oil prices have proven 
of great importance to those 
interested in oil companies’ 
shares. 
Our analysis of the industry, 
prepared from authoritative 
statistics and statements by 
prominent producers, dis- 
cusses the past and present 
relation of oil companies’ 
stocks to oil prices. Copy will 
be sent on request for 


Analysis MW-13 
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Oliver B. Bridgman Charles L. Edey 


Eugene K. Austin 


Bridgman & Edey 


Members N. Y. Stock Exchange 


One Wall Street 


Telephone Whitehall 1815 


We endeavor to keep our 
customers constantly advis- 
ed regarding their securities 
and solicit inquiries on any 
listed stock or bond. 




















Quotations as 


American Arch (5P) 67 — 71 
American Book Co. (6) — 92 
American Cyanamid (4).... 69 — 73 
Pfd. (6) — 74 
American Thread pref. ..... — 4% 
Amer. Type Founders (6).. 5 
Pfd. (7) 
Atlas Portland Cement (4).. 68 
Babcock & Wilcox (7) 
Borden & Co. (8) 
Pfd. (6) 
Bucyrus Co. 
Pfd. (7A) 
Celluloid Co. (6) 
Childs Co. (8) 
Pfd. (7) 
Congoleum Co., 
(7) 
Congoleum com. (8P) new. .127 
Crocker Wheeler (2)....... 28 
Pid. (7) 
Curtiss Aero & M. ......... 
Pfd. 
Jos. Dixon Crucible (8)....135 
Gillette Safety Razor (12P) 7255 
Ingersoll Rand (8) 
McCall Corp’n 
Pfd. (7B) 
New Jersey Zinc (8P) 


— 10 
— 33 
—140 
—257 
—135 
— 46 
—117 
—147 


9 


of Recent Date* 


Niles-Bement-Pond 
Pfd. (6) 
Phelps-Dodge Corp’n (4) 
Poole Engineer’g (Maryland) : 
Class A w i. 18 
- - fy ere 8 
Royal Baking Powder (8)..120 
Pfd. (6) 
Safety Car H. & L. (6).... 
Savannah Sugar 
Pfd. (7) 
Singer Mfg. Co. (7) 
Superheater Co. ($8P) 
Thompson-Starrett (4) ..... 58 — 65 
Victor Talking Mach. (8) 
Ward Baking Co. (8) 
White Rock (5) 
2nd Pfd. (5) 
Ist pfd. (7) 
Yale & Towne (4) 
* Dividend rates in dollars per share 
designated in parentheses. 
7 Listed on N. Y. Curb Exchange. 
P—Plus Extras. 
x—Ex-Dividend. 
A—Arrears of 161%4% being discharged 
at rate of 2% annually. 
B—Arrears being discharged at rate of 
7% annually in addition to regular divi 
dend rate. 


<i 





GS semerens Ove advances occurred in 


numerous Over-the-Counter  securi- 

ties during the fortnight just ended. 
“Sensational,” that is, to those who do 
not follow this market closely as a gen- 
eral rule. With prices elsewhere weak, 
during the early part of the fortnight, the 
Over-the-Counters ruled generally inac- 
tive and firm; with prices firm elsewhere 
during the latter part of period, the 
Over-the-Counters developed a burst of 
strength. The net result of the two- 
weeks’ trading was at least two new high 
records for all time in securities which 
have been particularly favored by this 
Department, while practically all of the 
issues in our quotation list moved up to- 
ward higher levels. 

Investors who have not, in the past, cul- 
tivated an interest in Over-the-Counter 
issues may well do so now. The actions 
of this “market,” over the two years in 
which it has been carefully reviewed, 
twice each month, by the Over-the-Coun- 
ter Department, have demonstrated, be- 
yond any further doubts, its claim to con- 
sideration as a buying center for securi- 
ties of the very highest investment type 
available anywhere; the actions of indi- 
vidual securities in this group have dem- 
onstrated, with equal force, the market’s 
claim to the title of Bargain Counter. 
Indeed, remembering a few of the amaz- 
ing price advances which Over-the-Coun- 
ter issues have scored in recent months, 
there might be justification for suggest- 
ing a change in the market's official title 
from plain Over-the-Counter to Over- 


> 


the-Bargain-Counter. Here, as nowhere 
else, opportunities for principal enhance- 
ment of the most substantial sort have 
been numerous and these opportunities 
have been of such sort as to be fully rec- 
ognizable in their infancy. 

The complaint “Over-the-Counter  se- 
curities have to be bought outright” 
should not affect the investor’s interest 
in the market. Neither should the old 
notion that purchasers are at their brok- 
ers’ mercy, due to a wide spread between 
bid and asked quotations. Nor the no- 
tion that this security type, once bought, 
cannot be expeditiously sold. The fact 
that purchases must be made on an out- 
right basis is one of the leading factors 
in rendering the Over-the-Counter mar- 
ket the high type of investment market 
that it is. There is no wider spread be- 
tween the bid and asked quotations on 
active Over-the-Counter issues than on 
equally active listed issues. Commitments 
may be liquidated here just as expedi- 
tiously as anywhere else—everything, as 
in the case of other markets, depending 
entirely upon the particular issue under 
consideration. As for being at the mercies 
of your broker, it is a well-known fact 
that many of the oldest, strongest and 
most reputable houses in The Street. are 
represented in the Over-the-Counter field; 
experience has demonstrated that cooper- 
ation may be expected from, and is ex- 
tended by them, in a degree not excelled 
elsewhere. 

Of course, the fact that a house may 

(Please turn to page 1159) 
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OF NINE LISTED MOTOR 
STOCKS, WHICH IS THE 
MOST TRUSTWORTHY? 
(Continued from page 1099) 








profit per dollar of sales”) may be said to 
be .16. 

Studebaker“s Capital includes no fund- 
ed debt. Ahead of its common stock there 
is only an issue of 8.8 millions of 7% pre- 
ferred, requiring $616,000 per year in 
dividends, or a sum equivalent to 82c. per 
share on the common shares. The index 
here is, therefore, 82. 

Studebaker’s Earnings Record for the 
last five years has shown a total earned 
for the present common of $78 per share, 
or an average of approximately $16. 

Studebaker’s common shares, in the pe- 
riod 1919-22, sold as low as 3734; and in 
1923 as high as 126%. The “average” be- 
tween these two is 87. The present price 
(97) is 111% of that figure. 

Studebaker’s present dividend rate is 
$10 per share. On its present price, there- 
fore, we have a yield of 10.30%. 

Thus, Studebaker shapes up, in sum- 
mary, as follows: 


Financial Position 
Operating Efficiency 
Common Stock’s 
Earnings Position 
Earnings Record 
Current Dividend Rate 
Market Position 


With the foregoing in mind, it is evi- 
dent that we now have an indexing sys- 
tem whereby we may, with considerable 
accuracy, determine the present position 
of an automobile security. It remains 
only (1) to call attention to the Compara- 
tive Table presented herewith and show- 
ing the figures arrived at for the nine 
companies covered, and (2) to draw such 
conclusions therefrom as the facts seem 
to warrant. The conclusions follow: 

STUDEBAKER. Studebaker, enjoy- 
ing a strong Financial Position, attains a 
high degree of Operating Efficiency. Its 
common shares are close to earnings, and 
the Earnings Record, by comparison with 
the Current Dividend Rate, is remark- 
ably good. The stock is slightly above 
our Average Line, but it offers a yield 
surpassed by only three others in the 
whole motor group. These things be- 
ing considered together, it must be 
rated as about the most “trust-worthy” 
of the automobile group. 

PIERCE ARROW. Suffering from a 
veak financial position, Pierce Arrow 
cannot, unfortunately, be analyzed in 
terms of its Operating Efficiency, figures 
sssential to this item not being available. 
This puts the company, from an inves- 
tor’s point of view, in the doubtful class 
—that is, the investor has no way of an- 
swering the question of whether Pierce 
Arrow will be able to compensate for its 
poor Financial Position by reason of a 
high degree of manufacturing efficiency. 
The stock is far removed from earnings 
—in fact, the amount consumed by prior 
charges represents a sum per share close- 
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ly approximating tne hve-year earnings 
showing on the common stock—and the 
earnings record is not a glowing one. 
While the price is well below the Aver- 
age Line, the fact that the stock pays 
nothing deprives it of much of the attrac- 
tiveness it might otherwise have. Re- 
membering that Pierce Arrow’s prod- 
uct is in the higher-priced class, the 
whole showing of the corporation 
must be classed as poor. 

NASH. Nash enjoys a very strong 
financial position, relatively speaking—the 
second strongest, in fact, in our list’ We 
cannot determine its Operating Efficiency, 
but we may assume something from the 
high measure of profit it has shown for 
its stockholders in the last five years. The 
stock’s market position is indeterminate, 
on the basis used in our table, due to the 
number of capital changes during the pe- 
riod covered; but its comparative yield— 
only slightly better than the least good in 
our list—deprives it of much of its appeal. 

Nash has scored a sensational success 
since its organization seven years ago. It 
has also done some sensational things for 
its common shareholders. The property 
is valued in the market today, figuring 
the preferred at par and the common at 
88, at more than 30 millions. Pending 
further results, tending to reveal how 
well a company that has made good 
in boom times can get along in less 
good times, commitments in the stock 
might be delayed. 

PACKARD. Packard's financial posi- 
tion is especially strong—stronger, on the 
basis chosen, than any other company in 
our group. Its profit per dollar of sales 
is good. The stock is rather far removed 
from earnings, but this is neutralized by 
the wide margin above dividend require- 
ments shown in the past five years. The 
stock is one of the most cheaply priced 
on the list, in relation to its Average Line, 
but it offers a yield of less than 8%, 
which is substantially out of line. One 
is tempted to conclude that, while 
Packard is not too high, it is still, in 
respect of the factors noted, high 
enough, and that more profitable com- 
mitments might be found elsewhere. 

MOON. This stock offers the highest 
yield on the list—about as high a yield, 
in fact, as the listed market affords— 
actually, over 14%. Why should it? The 
Financial Position is nearly as good as 
that of Studebaker, relatively speaking; 
there is nothing ahead of the common 
stock. 

It is elsewhere that we find such ex- 
planation as there is of Moon’s enormous 
yield: First, there is the understanding 
that the company is largely an assembling 
proposition, manufacturing neither its 
engines, axles, transmissions or bodies. 
Thus, it cannot, in the final analysis, con- 
trol its manufacturing costs with the in- 
dependence, even arbitrariness, so desir- 
able in depressed times. Secondly, there 
is the poor earnings record of the com- 
pany over the last five years. Net earn- 
ings during that period averaged only 
$227,000 a year, or the equivalent of only 
about $1.35 per share on the outstanding 
common stock. Obviously, this does not 
compare very favorably with the annual 
dividend rate of $3 a year. Finally, 
Moon’s dividend has only been paid for a 
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Underlying Issues 


BARGAINS are avail- 
able in the underlying 
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old B. R. T. subsidiaries, 
which are undisturbed or 
reinstated under the Plan 
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proved. Such underlying 
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A Secured 6 2% Note:— 


Maturing in 2 years. 


This issue is a_high- 
grade and conservative 
investment. 


Secured by First Re- 
funding Mortgage 
Bond valued well in 
excess of the entire 
amount of these Notes. 
Yielding over 7%. 
The Orange County 
(N. Y.) Public Service 
Co., Inc., 2-Year 6%4% 
Bond S ecured Gold 
Notes. 








The convertibility of 
these Notes on an at- 
tractive basis is but one 
of several features which 
will appeal to the in- 
vestor. 
Full information will be furnished 
upon request. 
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Norfolk, Va. 
Boston, Mass. 
Cambridge, b 
Essex County, N. J 
Phila., Pa. 

. Louis, 
San Francisco, Cal 
State New Jersey 
Montgomery, Ala., School 
Chicago, IIl., So. P’k 
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Columbus, Ohio, 
Oklahoma City School "District 
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HIGHER GRADE MUNICIPALS 


N—Legal for Savings Banks in New York State. 


Rate Approximate 
Maturity Yield 

May 1952 

Dec. 1925 

May 1925 

Aug. 1927 

1940-'45 

july 19 

July 

july 

july 

July 

Apr. 

july 

Feb. 

Dec. 

Apr. 

May 1924 

Sept. 

Jan. 1939 

Aug. 

1950 

June 1 

1935-4 

1942 & 1947 

Jan. 1929 

June 1949 

uly 1945 


Sept. 1925-32 
Jan. 1941 


= 1942 

arch 15, 1935 
Jan. 1953-62 
1935 

an. 1931 


Oct. 1961 











little over a year, and neither it, nor the 
stock itself, can be called “seasoned.” 

Altogether, the high yield is under- 
standable, and, to this writer at least, 
more of a warning signal than an invi- 
tation, though others believe this stock 
to possess a decided specvestment ap- 
peal. 

HUPP. Hupp Motor, strange to relate, 
appears weak financially. We cannot de- 
termine its operating efficiency. It offers 
the lowest income yield, at present prices, 
of any stock in the group paying divi- 
dends. Balancing these factors, we must 
note that Hupp shares are practically the 
“next” thing to earnings, that the 5-year 
average is good by comparison with the 
current dividend rate and the Market Po- 
sition rather thoroughly deflated. 

If a new motor industry were in the 
offing, Hupp shareholders should have lit- 
tle to fear. But this analysis is predi- 
cated upon the assumption that no such 
upturn will develop. Therefore, buyers 
of the stock at these levels would be ac- 
cepting a low income yield in return for 
partnership in an enterprise neither as 
large nor, at the beginning of the cur- 
rent year, as strong financially as others. 
One share of Studebaker would seem 
more attractive than five shares of 
Hupp. 

HUDSON. Financial position strong 
—Operating Efficiency remarkably high— 


Common stock “next” to earnings—Yield 
very high—Market Price thoroughly de- 
flated. All of these findings are in Hud- 
son’s favor. Opposed, there is only the 
evidence that, over the past 5 years, the 
company has not earned for its common 
shares a sum comparing very favorably 
with the current dividend rate. Conclu- 
sion: The stock market, in its infinite 
wisdom, evidently regards Hudson as 
in the doubtful class. Therefore, let us 
call it “speculative.” 

GENERAL MOTORS. This great 
combine may boast of a very strong finan- 
cial position, also a high degree of oper- 
ating efficiency. On the other hand, the 
charges ahead of the common stock are 
considerable, and the last five years have 
revealed no amazing earning power in 
terms of the twenty million shares of 
common outstanding. The yield is higher 
than that offered by Hupp or Nash, and 
the ramifications of the General Motors 
Corporation undoubtedly greater; never- 
theless, the issue appears desirable 
only by comparison with the lesser of 
its ilk, and in no wise casts doubt 
upon the superiority of Studebaker. 

CHANDLER. Chandler, at the begin- 
ning of 1923, was in a weak financial po- 
sition, on our basis. Its operations, how- 
ever, prove highly efficient; there is noth- 
ing ahead of the common stock; the earn- 
ings record for the last five years is fair, 
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and the offered yield is third highest of 
the list. As a smaller company,- Chan- 
dier lacks some of the elements of indus- 
trial leadership, industrial ramifications 
and organization of the Studebaker com- 
pany ; therefore, its shares cannot be said 
to possess the same investment attractions 
as those of Mr. Erskine’s enterprise. On 
the other hand, Chandler has, in the 
past, established an enviable reputa- 
tion for profit-sharing on its stock- 
holders’ behalf, and is always closely 
watched for its speculative possibili- 
ties. 
he one company, out of the nine cov- 
here, which appears most strongly 
ified industrially and whose common 
es, everything considered, seem to 
e the best claim to a high investment 
ng, is Studebaker. The company 
hose shares seem to possess the best 
speculative possibilities is Chandler. The 
ipany whose shares the writer would 
refer to switch out of is Moon. The 
thers look to be of the sort that can be 
counted on to “trail along.” 





MR. WYCKOFF EXPLAINS 
HOW BUYING AND SELL- 
ING POINTS ARE DE- 
TECTED 
(Continued from page 1126) 











more so is it true of those who trade or 
invest in a small way? 

The stock market is often referred to 
as a game, and I believe that to be a true 
term. Engaged in this game are the 
wealthiest and most powerful people in 
this country; their capital, business enter- 
prise, foresight and ingenuity are em- 
ployed in working out their side of this 
difficult problem. That is why it is not 
easy for the outsider; why it is almost 
impossible for people to judge the future 
course of the market by the use of rules 
which ordinarily apply in other lines of 
industry. This game has its peculiar 
characteristics not soluble by any of the 
rules of thumb elsewhere employed, 
although frequently flaunted as offering 
valuable assistance to the investor. 

Dow’s theory, to which you referred, 
is very general and cannot be reduced to 
a few rules that may be successfully ap- 
plied by the inexperienced; nor can any 
other theory of which I have ever heard, 
and I have examined hundreds of them. 
Those who study the problem for a num- 
ber of years realize that any one claiming 
that he has reduced stock market action 
and trading to a system deserves nothing 
but ridicule, because no “system” can be 
applied to a market that constantly 
changes in character, and to price move- 
ments of securities which reflect or dis- 
count world-wide conditions in thousands 
of industries through hundreds of stocks 
operated in by millions of traders and in- 
vestors on this and other continents. Then 
how can any “system,” that must be built 
up on known facts, forecast price move- 
ments that often discount the very facts 
used as a basis therefor? 

A more appropriate comparison would 
be with the moving-picture film on which 
every flash is different in some respect 
from its predecessor and successor. By 
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An Ideal Short Term Investment 





HE direct obligation of the Capital City of one of the 

richest States in the Union. Secured by real and per- 
sonal property of over fifty million dollars, backed by the 
moral obligation and entire resources of over seventy 
thousand good American citizens, with a total debt of less 
than three per cent. These 


MUNICIPAL NOTES 


discounted for one year at 5% equal 5.25% yield, which, 
being free from all Federal Income Taxes (including the 
12%% Corporation Tax), makes this investment equiva- 
lent to 


6% Net Return 


To Any Bank or Corporation For One Year 


Kindly telephone or telegraph at our expense if you are in 
position to take advantage of this investment opportunity. 























NOW OPEN 


Under Same Management 


KNICKERBOCKER 
GRILL 


42nd Street at Broadway 
Phone Bryant 2138 


LUNCHEON & DINNER 


Popular Prices 

















etmnns 
etween Safe 
and Unsafe Bonds 


‘THERE are 8 requirements that 
every bond must have to insure 
the safety of the investor’s funds. 


If a bond will pass every one of 
these 8 tests it may be identified as 
presenting the maximum of safety to 
the investor. If a bond will not pass 
one or more of these tests, it is lack- 
ing in the elements of safety that 
every conservative investor should in- 
sist upon. 


These are the differences between 
safe and unsafe investments—the ele- 
ments that characterize the difference 
between the successful and haphazard 
investing of funds. 


observing everything that appears on a 
film one may study the action of the 
characters, read their purposes, and judge 
what they will do when put to the test. 
Obviously, nothing like a system could be 
applied to such a series of observations, 
but it is frequently possible to tell from 
the beginning of a film how the action 
will terminate, notwithstanding the efforts 
of the author to disguise and deceive his 
audience. 

I trust that these comments will make 
clear to you the character and purpose of 
our work. Like all such advices, they 
should not be accepted blindly and merely 


as a matter of trust; instead, they should 
be compared with the product of others 
who work with entirely different sets of 
tools. I am ready and willing to have 
the net results of our work compared 
with any of the others on any basis that 
the public or your publication may desire, 
but, in the last analysis, it is not what 
any one claims in this respect, but as is 
now being publicly proved, whether the 
old law of the survival of the fittest stil] 
maintains. ° 

Cordially yours, 
Richard D. Wyckoff, 
Editor 








ARE THE OILS SUFFERING FROM TICKERITIS? 
(Continued from page 1080) 





Bedford candidly admitted. But it must 
be remembered, he said, that the oil busi- 
ness has radically changed in the last 
quarter of a century. In the early days, 
the oil people figured that the industry 
would be comparatively short-lived. Each 
succeeding oil pool developed in Pennsyl- 
vania, West Virginia, Ohio, and so on, 
was supposed to be the last. For that 
reason Mr. Rockefeller was strongly in 
favor of conserving resources against the 
day of final liquidation, supposedly not 
far distant, and averse to public participa- 
tion in an industry which he figured 
would lapse overnight. At the time of 
the dissolution of the parent Standard Oil 
Co. in 1911, it had come to be realized 
that the oil industry was a permanent 
matter and that human endeavor could be 


INCREASE IN SPECULATIVE INTEREST 


IN STANDARD OILS 


Standard Oil of Cal. 
(Total Transactions) 


Stand. Oil of N. J. (Com.) 


small group of very wealthy men con- 
trolling the industry who had sufficient 
capital to meet all new requirements. By 
1911, many had died, and their holdings 
passed into estates. Through the dissolu- 
tion, the Standard Oil stocks passed from 
few to many hands. The remaining in- 
siders were no longer able to supply the 
great amounts of additional money re- 
quired to finance rapidly growing needs. 
Hence the necessity for calling upon the 
public and hence the greatly increased 
issues of Standard Oil securities. 

There was another very important 
factor to be considered also. In the dis- 
solution of 1911, Standard Oil learned its 
lesson. Namely, that it is not good policy 
for large businesses to be consolidated in 
few hands. Every stockholder means a 
supporter. So the Standard 
Oil Co. of New Jersey, like 
many others of the Standard 
family, killed two birds with 
one stone. It let the public in, 
putting the par of its stock at 


Every Forman Bond has passed fully these 8 
tests. Absolute proof of the safety of Forman 
Bonds is the successful handling of the funds of 
thousands of investors over a period of 38 years 
without the loss of one cent to any customer. 


*21,81 100 52 . 

et beng et om 25, so that even the lowliest 
1,335,620 shs.* investor might participate, and 
by the same token financed its 


$2,349,208 shs. 
* Listed on N. Y¥. Stock Exchange March 24, 1920. growing requirements. At the 


Out of this long and successful experience we 
have published an interesting booklet “How To 
Select Safe Bonds” which tells how to make the 
8 tests that prove the safety of every investment. 
Every investor, large or small, should have a copy 
of this booklet. With it you will not only be able 
to test the safety of every investment scientifically, 
but you will be enabled to secure a larger income 
without any sacrifice of safety. 


YOURS—FREE COUPON 


We have a limited edition of this book. It will be 
mailed only to those who ask for copies on the 
request blank below. Fill in, tear out and mail 


today. 


GEORGE M. FoRMAN & Co, 
105 W. MONROE ST. CHICAGO 
38 Years Without Loss to a Customer 


MAIL THIS 





GEORGE M. FORMAN & CO. 

Dept. 1610, 105 W. Monroe St. 

Chicago, IIL 

Please mail me without cost or obligation a copy 
of your booklet “How To Select Safe Bonds.” 
No solicitor is to call on me. 


t Listed on N. Y. Stock Exchange June, 1921. 
t Rate for year based on 8 months’ transactions. 
1400% stock dividend declared December 20. 


2 $2,867,625 par value issued to employees and $102, 240,936 


s 100% stock dividend. 


a 
8 $25,685,865 par value issued for capital expenditures. 


NOTE: The above roughly indicates the increased turnover 
in these two Standard Oil stocks and shows clearly the in- 
crease in speculative interest which has been aroused in these 


shares. 


counted on to develop new sources of 
supply to make up for those that were 
failing. 

About the same time it was apparent 
that the nature of the business had been 
revolutionized. The increasing impor- 
tance of the automobile made it evident 
that the kerosene, the main product here- 
tofore, was supplanted by gasoline. The 
original product had -become the by- 
product and vice versa. 


Tremendous Expansion 


The enormous growth of the petroleum 
industry during the war period and since, 
which has quite outstripped anything ever 
seen in the oil or any other industry, 
called for increasingly greater amounts of 
capital. In the earlier days there was a 


present time, there are 20,000,- 
000 shares of common stock 
outstanding held by approxi- 
mately 60,000 stockholders as 
against 6,000 stockholders in 
1911, 

With such a volume of stock 
listed and in so many different 
hands it was inevitable that the issue 
should invite speculative activities. The 
table, which accompanies this article, ver) 
clearly shows the increase in speculative 
interest. In all fairness, however, it 
should be said that our investigation of 
this matter has not revealed that the 
officers or the directors of the Standard 
Oil companies mentioned have had any 
hand in the speculative activities of the 
issues. 

That certain individuals and groups 
have profited market-wise by their knowl- 
edge of the oil business and entre to in- 
side information is no far-fetched con- 
clusion. But such has always been the 
case and probably always will be as long 
as Wall Street is Wall Street, and the 
desire for material gain continues to be 
one of the two dominating characteristics 
of human nature. 
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HOW I WOULD SOLVE 
THESE INSURANCE 
PROBLEMS 
(Continued from page 1105) 








contracts of his company in order that 
he may be able to advise each client of 
the plan most adaptable for his particular 
case. 
I would advise you to call at the 
Boston agency of some well-known 
companies, and have a chat with the 
General Agent of the company at that 
point regarding the possibility of your 
entering their field force. The chief 
dificulty facing a young man who is be- 
ginning his agency work, is to bridge over 
time between when he starts in the 
usiness and can earn nothing until the 

e some months later when he knows 

ugh about the business to earn com- 

ssions sufficient to maintain him. Some 
eneral agents help young men by making 
rem an advance against the commissions 

y are likely to earn. They also teach 

m the business, In other cases, it may 
e desirable to get in touch with the life 

irance agent of a first-class company 
and devote your spare time to selling life 

urance, until you have gained confidence 
in yourself and feel that you can give up 

r present regular employment. 

\re you a native of Boston, or are you 
free to go to such town or city as might 
fer good opportunities ? 

Meantime you might increase your in- 

est in and knowledge of Life In- 
surance by reading some books on the 
ubject, such as 


Agency Arguments and Principles of 
Insurance,” by Henry Moir. 


What Life Insurance Is and What It 
s,” by William Alexander. 


Life Insurance,” by Dr. S. S. Huebner. 


Elements of Life Insurance,” by Miles 
Dawson. 


All of these books may be obtained 
rough the Spectator Co., of 135 Wil- 
m St, N. Y. 


FOR A YOUNG MAN OF 30 


Why His Present Holdings Are Not 
Sufficient to His Needs 


Would you please inform me if you think 
! am on the right track or do you think J 
have enough with what I now have? 

Am 30 years of age. Expect to be married 

November. Salary about $3000 per year. 
liave saved enough to buy and furnish a 
pretty nice home. 

My Life insurance, all of which was taken 
his Summer, is as follows: 


$1,000 New York Life—20-Year Endowment— 
matures at 50 


1,000 New York Life—25-Year Endowment— 
matures at 55 

2,000 New York Life—Ordinary Life 

2,000 Northwestern — 30-Year Endowment— 
matures at 60. 


All of the above contain waiver of premium 
clause in case of disability, and on the New 
York Life policies I would be entitled to 1 
per cent of the face value of the policy per 
month in case of permanent disability. 

The N. Y. Life also contains the double in- 
demnity clause in case of accidental death. 

I have $2,000 death benefits from the Com- 
pany with whom I am employed, which would 
pay $5,000 in case of accidental death, if 
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ANNOUNCING 


A Departure in Investment Advisory Service 
As a logical outgrowth of its affiliated investment services 


The Richard D. Wyckoff Analytical Staff 


INAUGURATES A NEW BRANCH OF ITS SERVICE 
To be known as 


The Investors’ Advisory Board 


The function of this new service is to protect the interests of in- 
vestors concerned mainly in the conservation of their assets and 
the income derived therefrom. Its aim is to secure, for its clients, 
the highest possible income commensurate with safety, bearing 
the individual needs of the clients in mind. 

The service, in effect, will be devoted to the needs of individual 
clients and will be highly personal in the fullest sense of the word. 
In this respect, we believe the function of the Investors’ Advisory 
Board to be absolutely unique. 

Among other important and novel features will be an Insurance 
and Tax Department which will undertake to advise clients with 
respect to the problems pertaining to these fields. This service 
is particularly adjusted to the needs of banks, insurance com- 
panies, estates, and investors of large means, though investors of 
more moderate means will find it of great benefit and undoubted 
profit. 

In all respects, the Investors’ Advisory Board will act in a fiduciary 
relation to its clients, except that it will not actually handle their 
funds. 

Acting as a Special Board of Examiners on investments proposed 
and already held will be the following experts who are already 
well and favorably known to those acquainted with the Richard 
D. Wyckoff Analytical Staff and affiliated services. 

Mr. Benjamin Graham, one of the foremost investment experts in 
the country and an occasional contributor of note to The Magazine 
of Wall Street. 

Dr. H. Parker Willis, former Secretary of the Federal Reserve 
Board, who will act as consultant in investment policies affecting 
banks and financial institutions. 

Mr. E. D. King, Managing Editor of The Magazine of Wall Street, 
who will assist in directing the investment policy of the service. 
Associated with the above will be other investment experts and 
two special consultants, one on taxes and the other on insurance. 
The service has been planned with the utmost care and will only 
undertake to advise on investments for income. It will in no way 
be concerned with speculative matter. For that reason, as stated, 
it is especially adapted to the needs of large financial institutions 
and investors who are mainly concerned with the protection of 
their assets and the enhancement of their income. 

The service, in effect, is the last word in investment insurance and 
as such merits the careful consideration of those likely to gain 
from its advices. 

We shall be glad to submit further details, including fees and 
method of operation, upon request. 


INVESTORS’ ADVISORY BOARD 
of the Richard D. Wyckoff 
Analytical Staff. 
USE THIS COUPON 
INVESTORS’ ADVISORY BOARD 


of the Richard D. Wyckoff Analytical Staff, 
42 Broadway, New York, N. Y. 


Please send me full details concerning the above service. 


























Journey” 


Sent Free 


A life of right living is so intimately 

sssociated with that commendable trait 

of character which prompts men to seek 

to “put by something for a rainy day’’ 

that, in addition to our own “Safety of 
Savings,” sent free, we will include a copy of “‘Life’s 
Journey,” a booklet of timely maxims that is meeting 
with great favor everywhere today, because of the simple 
philosophy of life that it so clearly and logically pro- 
pounds. Among other chapter-subjects are: “‘“SUCCESS 
—SELF ANALYSIS—IMAGINATION—CHARACTER— 
SELF CONTROL — HEALTH ESSENTIALS — AMBI- 
TION—THRIFT. Just send your address or you may 
enclose a stamp. 


62 Sivines 


Whether living near us or thousands of miles away, 
you can deal with us entirely by mail. This old con- 
servative BUILDING-SAVINGS AND LOAN ASSOCIA- 
TION (our 34th year), operating under N. Y. State bank- 
ing supervision, offers a haven of safety (together with 
an adequate earning return) for your savings and ready 
funds in any amount. As little as $5.00 will open an 
account with us. We operate three Savings Plans, but 
as a “THRIFT DRIVE” we are just now featuring our 
“Systematic ‘Installment’ Savings Plan,”’ whereby $5.00 
sent to us monthly matures to $500.00 in 81 months, 
$10.00 to $1000.00; $25.00 to $2500.00, and larger sums 
in like ratio. This gives you a net return of 6 per cent 
per annum on all money so paid in. You may stop 
monthly payments at any time or withdraw your funds 
without loss, as explained in our booklet. 


° 
514% Guaranteed Certificates 
For the investment of ready money in amounts of 

$100.00 to $5,000.00 or more, we recommend our $100.00 

Income Share Certificates paying 5% per cent per annum. 

These Certificates are redeemable in cash at par after 

3 years, therefore they possess the attractiveness of the 

high-class, short-term security, so popular with investors 

today. Under the terms of a special Act e U. 8. 

Congress, earnings derived from investments on our 

various Plans are exempt from the Federal Income Tax 

for a given time and to a given amount. Write today 
for “The Safety of Sevings” ard “Life’s Journey ” 


BANKERS LOAN & InvESTMENT (( 
A SAVINGS AND LOAN ASSOCIATION 


Dept. H, 61-63 William St. New York 


PARTIAL 
PAYMENTS 


The Best Way to Buy 
Good Securities 
on Convenient Terms 


Send for free Booklet MW-5, which 
explains our plan and terms. 


James M. Leopold & Co. 


Established 1884 
Members New York Stock Exchange 
7 Wall Street New York 




















Secrets of a Successful 
Industrial Bond 
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Appraisals made by Qualified Experts 


Standard Appraisal Company 
90 John St., New York 
Branches at Principal Cities 

















Canadian 
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King. Boug Stodgell 
& Company 
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killed while in the course of duty. This does 
not cost me anything. 

The Company will pension me at any time 
between the age of 55 and 70 and pay me sick 
benefit for one year in case of sickness. 

The insurance which I am thinking of tak- 
ing at the present time, which is all I ever 
expect to carry, is as follows: 


$4,000—30-Year Endowment—Continental Life 
of Wilmington, Del. 
3,000—Blanket, Term Insurance in the Aetna 
Life Ins. Co. 


My reason for thinking of taking Continental 
ds because the Continental is the only Company 
which I know of that will pay 2 per cent of the 
face of the Policy in case of Permanent Dis- 
ability. 

In the case of the Aetna Policy, this would 
cost me only $6.43 per thousand for the first 
year, but would run higher each year as 1 
grow older, and by the time I were 70 years 
old I would have paid about the face value of 
the policy. This policy would never have any 
cash value other than in case of permanent 
disability or death, at which time they would 
pay me the face value of the policy. 

I seem to prefer Endowment policies to 
Ordinary Life, because it seems to me I will 
have a chance of getting it back some time, 
whereas the Ordinary Life I will never see it 
again.—T. H. G., Yoe, Pa. 


You are now carrying $6,000 life in- 
surance, exclusive of the protection 
granted by your company free of expense 
to you. 

A total of $4,000 of the insurance you 
took out this summer is on the Endow- 
ment plan and will mature when you are 
between the age of 50 and 60, thus ma- 
terially reducing your insurance protection 
for dependents at that time. Moreover, 
you must assume that from $1,000 to 
$2,000 would be required to meet the 
usual sickness and funeral expenses in 
event of your death. 

I should advise your taking addi- 
tional life insurance on the 25 or 30 
Payment Life form. This can be ob- 
tained at a much lower premium than 
is necessary for Endowments, and all 
premiums would be paid up—if taken 
out at age 30, when you are between 55 
and 60 years old. Therefore the cost 
would not run into your old age and be- 
come a burdensome obligation. In event 
that you were unfortunate in investing 
the proceeds of your Endowments when 
they matured, your beneficiary would be 
protected by the Limited Payment poli- 
cies, the face value of which would be 
payable to her at your death. This is 
the best form of family protection. 

The Continental Life of Delaware 
issues the Disability Benefit guaranteeing 
either 1% of the face value of the policy 
per month, or 2%, and, of course, if you 
choose the latter and larger benefit you 
necessarily pay a much higher premium 
for the provision than if the coverage 
were but 1% per month during disability. 


THE BEST TYPE OF POLICY 
For a Resident of Cuba With His 
Son’s Interests at Heart 


What, in your opinion, is the best type of 
Life Policy for me to take out under the fol- 
lowing conditions, and as a salaried official of 
the Insurance Agencies Corporation: 

1. Born 19th September 1881. 

2. One dependent: a ten-year old boy, now 
being educated in Scotland. 

I am _ especially interested in TERM IN- 
SURANCE: say for a decade, with the right 
to convert within a seven-year period (on the 
lines of the contract granted by the CON- 
NECTICUT GENERAL, but that Company does 
not write on lives in this Republic). 


3. What form of policy would you recom. 
mend on the boy’s life; one that would bring 
him a sum for education when he reaches the 
College age; or, alternatively. 

4. A Policy which would be taken out for 
him now, and which would naturally carry gq 
low premium throughout the rest of his life, 
In other words, a Straight Life Contract for 
him.—J. J. L., Havana, Cuba. 


I understand that you are a resident of 
Havana, Cuba; also that you are quite 
familiar with other forms of insurance, 
even if you have not made a particular 
study of Life Insurance. 

It is a general practice for British and 
American companies to charge a some- 
what higher premium to residents of 
Cuba; partly because of the warm, humid 
climate, and partly because of unsettled 
political conditions and carelessness in 
sanitary arrangements. 

For these reasons Term insurance such 
as you describe will seldom, if ever, be 
granted to a resident of Cuba by the bet- 
ter-class companies of America or Great 
Britain. Especially, it is impossible for 
an applicant in such circumstances to get 
cheap Term insurance of the nature you 
describe. 

For the further education of your 
boy, an 8 or 10 Year Endowment on 
your own life would be better than 
anything taken out on his life. If the 
boy did not live to enjoy the proceeds 
of the policy himself, you would have 
no wish to collect the sum insured. 
Of course, it would be possible to take a 
Child’s Endowment conferring no benefits 
whatever in event of the death of the 
insured and paying the proceeds of the 
policy to the boy in 8 or 10 years. But 
the premiums for this policy would be 
paid by you, and if you were to die in 
the meantime as the premium would cease, 
the benefit would be partly lost. It is 
usually better, therefore, to take the in- 
surance on the parent’s life for educa- 
tional purposes for children. 

The principal advantage of having 
a young lad take out life insurance 
on his own life is to train him in habits 
of thrift and educate him in the value 
of Life insurance which he is likely 
to need when he begins to support 
himself. 





STANDARD SECURITIES 
WHICH OFFER UNUSUAL- 
LY HIGH RETURNS 
(Continued from page 1096) 











share, compared with a current dividend 
rate of $2 a year. 

Its finances are in excellent shape, as it 
had at the end of 1922 current assets 
amounting to 24.6 millions against 12.7 
millions of current liabilities, the ratio 
of 2:1 being perfectly normal for a public 
utility. Among these assets were 4 mil- 
lions in cash and 4.7 millions in Govern- 
ment securities. 

In view of its great earning powe! 
and demonstrated liberality to stock- 
holders, further distributions on the 
common, in cash or stock, over the 
next few years, would not be at all 
surprising. The high yield of 9.5% ob- 
tainable on the common at present 
prices therefore marks it as an‘ out- 
standing bargain. 
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NEW BELL-WETHERS OF 
THE MARKET 
(Continued from page 1093) 








narket domination of the rails in the 
hey-day of their importance. Pennsyl- 
ania, Atchison and Union Pacific con- 
sted the leadership, with Erie, St. Paul 
nd Missouri Pacific close contenders. In 
hat year, there were 16 railroad stocks 
n which there were transactions in ex- 
of 2,000,000 shares while there were 
ot 4 industrials with transactions of 
more than 2,000,000 shares. Amalga- 
nated Copper, however, headed both rails 
and industrials with the greatest volume 
f trading, which totaled nearly 11,500,- 
() shares. 
he table showing the total of the 
insactions of the market leaders in 1913 
hows clearly the decline of the rails in 
rket importance. U. S. Steel had be- 
yme the recognized market bell-wether 
hile the trading in Amalgamated Copper 
was on the wane. Reading was the mar- 
ket leader among the rails with Union Pa- 
cific second. 
lhe table showing the most active rails 
and industrials last year gives an idea of 
the almost complete eclipse of the rails 
marketwise. Outside of New Haven, with 
transactions of more than 3,000,000 
shares, there were only a dozen railroad 
tocks with transactions topping the mil- 
on mark. In the industrial list are four 


li 

companies, ten in whose stock trading 
crossed the 3,000,000 share mark, and a 
te 
c 


1 of 53 industrials in the million-share 


Present-Day Leaders 


Notwithstanding that trading in Stude- 
baker last year exceeded the volume in 
Steel common, the latter is the recognized 
leader in the market and has been for 
years past. The reason for this is that 
because of its many component companies. 
Steel common is representative of one of 
our greatest fundamental industries and 
portrays the conditions in that industry 
rather than the vicissitudes of one con- 
cern. Of the ten industrial leaders it is 
oi interest to note that 6 are oil com- 
panies, two automobile concerns, with one 
steel company and 1 equipment company. 

The present-day market is an oil and 
industrial market with the rails play- 
ing second fiddle. 


What Makes Market Leaders? 


Activity makes a stock a market leader. 
Not occasional or sporadic, but continuous 
activity. The necessity of knowing and 
watching the market leaders lies in the 
fact that they are the media through 
which the makers of the market operate. 
Therefore they furnish one of the best 
indications as to how the “big people” re- 
gard the prospects of the market as a 
whole. No competent operator would 
think of bulling Steel in a bear market 
or selling Studebaker for a long pull in 
a bull swing. The movements of the mar- 
ket leaders are at times deceptive and are 
intentionally so, but for that reason their 
fluctuations are not to be disregarded. 
They form one of the many factors which 
the intelligent trader or investor always 


for OCTOBER 13, 1923 








Don’t 
Buy Mortgage Bonds 
Without a Guarantee 








EAL ESTATE MORTGAGE BONDS are being offered 

to investors yielding 64%—7% and 7%%, when it is a 

well known fact that Banks and other institutions have avail- 

able millions of dollars which they are ready to loan on 
conservative first mortgages at 6%. 


Why do borrowers go to such concerns and pay exorbitant 
rates when they can get loans from banks and title compa- 
nies at 6%? 


Investors should realize that they get nothing for nothing, 
therefore, there must be a reason for these high yields. 


The reason that a Bank or an Insurance Company will 
not loan even 50% on first mortgage on new buildings con- 
structed during the present inflation is use the mort- 
gage might become unsafe if materials and labor and especi- 
ally rents, should return to normal. 


Owners and builders of these new structures, not being sat- 
isfied with a small mortgage, are willing to pay higher rates 
and big bonuses in order to get a larger one. In many cases 
the mortgages are as high as 90% of the total cost of con- 


struction. 
Where is the Safety? 


Is it worth the risk of endangering your principal in order to get a little 
higher yield? 

All our Guaranteed First Mortgages are on homes or substantial income- 
producing properties worth as much again as the mortgages. 


We loan first mortgage money at 6%, take full charge of the mortgage, 
see that the property is adequately insured, that it is kept in good con- 
dition, that taxes are paid; collect interest and principal and give you 
ourunqualified guarantee, backed by ourtotal resources of over $2,000,000, 
that every penny of principal plus 544% interest will be paid to you. 
Our business is under the strict supervision of the Insurance Depart- 
ment ot the State of New York. Savings Banks, Trustees and Guardians, 
whose investments are rigorously restricted by law, invest a large part 
of their funds in Guaranteed First Mortgages. 


You can invest in amounts from $200 to $200,000. 


Take Subway to Borough Hall Station and talk the matter over with 
one ot our officers, or send for our interesting free booklet ‘‘The Gueran- 
teed Way to Independence”’. Piease mention M, 169. 














HOME TITLE 


INSURANCE COMPANY 


H. J. DAVENPORT, President 
Capital and Surplus Over $2,000,000 


51 Willoughby Street, ("25%") Brooklyn 


Bank of Manhattan Building, Jamaica 




















Select the bond 
for me” 


HEN purchasing Greenebaum 

First Mortgage Bonds patrons 
frequently say, “You select my in- 
vestment for me.” 


This expression of confidence is the 
result of long dealing with the House of 
Greenebaum. Investors have come to 
know that the name of ‘‘Greenebaum” is 
placed only on such First peortgnae Bonds 
that meet the definite system of bank safe- 
guards established by this institution 68 
years ago. They know that Greenebaum 
means safety. 


Send for Investors’ Guide 


This little book will show you how toobtain 

complete investment satisfaction wher- 

= > oe may live. It is yours for the ask- 
nd for it today. Merely use coupon. 


Greenebaum S Sons 
Investment_Company 


Ownership identical with Greenebaum Sons 
and Trust Co * — k nienrinny FY 
FOUNDED 1866 


Oldest First Mortgage Banking House 
CORRESPONDENT OFFICES IN 800 CITIES 


-- a -----Ise This Coupon-------€&-- 

Gesenshoge Sons Investment Company - 
LaSalle and m Streets, 

or obligation, 


Please send me without char, 
current list of 


copy of Investors’ Guide an 
Greenebaum offerings. 








State 











Greenebaum Bondr-toox Sale Since 1555 - 














Unlisted Stocks 


The prices of unlisted stocks 
represent a true value rather 
than a momentary appraisal 
set by speculation. 


We are prepared to execute 
orders in these securities. 





Inquiries Invited 





HAWLEY & STEWART 


111 Broadway New York 




















Cadillac Collateral Trust Notes 


7% yield 
Write for information 


7.175% 
H. A. BENJAMIN & CO. 
1437 Dime Bank Bldg. 


Members Detroit Exchange 


Cadillac 2892 STOCKS AND BONDS 
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considers in preparation for making his 
market commitments. 

Great promotion periods are accom- 
panied by great activity in the issues pro- 
moted. While railroad development in 
this country was in its infancy, and for 
many years thereafter, railroad stocks 
were the market leaders. There followed 
an era of industrial promotions, then a 
period in which copper promotions were 
rampant, and even the youngest of our 
readers can easily recall the mvutors boom 
and the oil booms, neither of which have 
subsided. 

In the first stages of a promotion the 
stock’s value is a debatable matter, and 
most of the issue is in the hands of the 
promoters and their associates. As time 
goes on one of two things happens, either 
the stock demonstrates that it has value 
or that it possesses little or no value. In 
the former case it is gradually absorbed 
by investors who buy to hold. The “float- 
ing supply” is constantly lessened, and 
market activity correspondingly decreased. 
If, after having been “planted” among in- 
vestors, the company, like New Haven, 
develops investment instability, the invest- 
ment holdings come back on the market 
again and activity is renewed. If, on the 
other hand, it lives up to expectations, 
like Steel preferred, the floating supply 
becomes very small, transactions decrease 
and the range of fluctuations diminishes. 
The objective of all well-intentioned con- 
cerns is to lodge their securities in the 
hands of the permanent investor, but as 
the number of the latter is considerably 
disproportionate to the volume of the 
former, it takes years, under the most 
favoring circumstances, to accomplish 
that much-desired result. 





ALLIED CHEMICAL & DYE 
CORPORATION 
(Continued from page 1103) 








sists of $2.2 millions funded debt, $39.2 
million 7% cumulative preferred stock 
and 2,177,843 shares of common stock 
of no par value. The balance sheet 
carries patents, trade-marks and good 
will at $21 millions but after eliminating 
this item the book value of the com- 
mon stock was $60 a share, or about 
its present market price.- The value 
placed on the balance sheet for the 
company’s real estate, plants, equip- 
ments, mines, etc., is generally re- 
garded as conservative. 


Allied Chemical & Dye Corporation 
is well entrenched in its various lines 
of business and an optimistic view of 
the future appears to be entirely war- 
ranted. Of course, the company’s busi- 
ness is affected by general business 
conditions and earnings will fluctuate 
more or less with the business activity 
of the country. At the present time, 
the outlook is for a fair amount of 
business next year. No boom is to be 
looked for, but on the other hand 
there is nothing to indicate that there 
will be any important falling off in 
earnings. No earnings have been 
given out by the company covering 
operations for the current year, but it 
is understood that the present dividend 


rate of $4 per share per annum will 
be covered by a substantial margin. 

The 7% cumulative preferred stock 
is entitled to a high investment rating 
for the funded debt is negligible and 
working capital of the company alone 
is nearly twice the amount of the pre- 
ferred stock outstanding. This com- 
pany’s industry is a basic one and it 
is difficult to see how any contingen- 
cies could arise that would seriously 
affect the investment position of this 
stock. At present price of 105 to yield 
6.6% the stock offers a good invest- 
ment opportunity. 

At present price of around 60, the 
common stock is 20 points below its 
high of this year and over 30 points 
below its high of 1922. These high 
levels were reached, accompanied by 
rumors that there would be an early 
increase in the dividend, which did 
not materialize. As a $4 dividend 
payer, however, the stock at 60 yields 
6.66%, which is not unattractive, as 
this dividend is well fortified in view 
of the extremely strong financial con- 
dition of the company and its present 
satisfactory rate of operations. In 
time Allied Chemical should be able to 
develop a still larger earning power. 
For investors unconcerned about the 
current yield on their investments and 
looking forward to increased returns 
in later years, Allied Chemical com- 
mon seems to offer adequate induce- 
ments at these levels. 





“YES—BUT WHAT CAN 
YOU BUY WITH THREE 


HUNDRED DOLLARS?” 
(Continued from page 1088) 











Elsewhere, a reproduction of the list 
contained on this sheet is offered. Note 
it! Nineteen of the leading railroad 
systems of the country—ten industrials, 
of which at least five are leaders in their 
fields—fourteen public utilities, practi- 
cally all well known, and one quasi-gov- 
ernment issue in the Federal Farm 
Loan 4%s. A total of forty-four issues 
to choose from, all of them bonds, all of 
them available in hundred-dollar form, 
and many of them representing very 
high types of investment security! 

Note, too, the yields. Up to as high 
as 9.80%! “But that’s a speculative 
bond,” you say. Certainly it is. But 
don’t you think that, once in a while, 
investors with a few hundred dollars of 
immediate surplus may be on the look 
out for a speculative bond, the same as 
the investors with a few thousands? 

“Of course,” I resumed. “You don’t 
encourage business of this kind.” 

“I should say we do encourage it,” 
was the amazing response. “We're glad 
to get every bit of it we can. It’s my 
particular department, incidentally” — 
the speaker was a well-set-up, prepos- 
sessing, hearty individual, by the name 
of Adriance—“and I can’t see that de- 
partment grow too fast.” 

“You mean,” I gasped, “that if a man 
came down here with only a hundred 
dollars to invest, you would actually be 
glad to act for him?” 
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“T mean just that,” was the reply. 
But such a buyer wouldn’t have a 
-hance of getting a hundred-dollar bond 
, reasonable price,” I argued, “and 
extra buying-charge, plus the com- 
sion, plus the selling-charge would 
1 big handicap—” 
Not at all,” Adriance answered. “Of 
se, there are some hundred-dollar 
ds which are exceedingly inactive, 
just as some thousand-dollar bonds are 
,xactive. To buy these, you often have 
) pay a little over the regular market. 
jut on the average, this surplus cost— 
ch is regulated much the same as in 
case of odd-lots of stock—doesn’t 
sunt to more than half a point.” 
But the commissions—how about 
m?” 
“Commissions are pro-rated, starting 
from the commission charge on the lot 
chased. They become practically 
ligible.” 
here was something wrong some- 
vhere. How could this house feel the 
y it did toward hundred-dollar bonds, 
h the other houses visited feeling the 
they did? 
It’s a matter of volume,” replied 
iriance. “Others didn’t like to handle 
erty Bonds after the war, for the 


e reason. We encouraged business ~ 


Liberties. As a result, we built up a 
erty Bond business running into sev- 
ral millions of dollars a year. We en- 
rage business in baby bonds. We do 
rything we can to serve customers 

» wish to deal in them. As a result, 

have cultivated a very large clientele 
in the field, and are able to handle their 

rs on the basis named.” 

needed to go no further. I had 

nd the material upon which to base 

report. I sought out my friend— 
one I spoke of at the beginning of 
article, who had protested that 

‘re wasn’t any use trying to advan- 

e from the baby bond market.” 

Look here,” I asserted. “About this 

y bond business: You were right, as 

as you went.” 

Of course I was,” he replied, confi- 

tly. 

But you didn’t go far enough,” I 
venton. “If you had you’d have found 
hat at least one of the oldest, best- 

»wn and most honorable houses in 

e Street goes out of its way to trans- 
t business in bonds of this character. 
t compiles regular lists, showing what 

available offerings are at different 

ies. It will discuss the merits and 
lemerits of individual issues with you, 

1 do everything within its power to 

lp you choose wisely and well.” 

“Where is that house?” demanded my 
friend. 

[ told him. And I guess he must 

ve found that what I said was true, 

I know he immediately paid the 

use a call, and he has not, since, given 

* to understand that he was disap- 
inted. 


The world of finance is a good deal 
iat way: To find what you want, you 
often have to do a lot of digging. Still, 
that’s what two hands, co-ordinated 
with an active mind and a little will- 
power, are for, isn’t it? 
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Time to Re-tire ? 
(Buy Fisk) 
Trade Mark Reg. U. 8. Pat. Of. 





CORD TIRES 


HE Fisk Line of Tires meets every re- 


quirement of big or small car, good or bad 


road, standard or low price. Three great Cords 


—three husky Fabrics—and prices which de- 


liver Fisk recognized quality at the lowest 


mileage cost. 


There’s a Fisk Tire of extra value for every 
car, truck or speed wagon. 











CAFE 


120 BROADWAY 





SAVARIN 


NEW YORK CITY 


Offers excellent facilities 


ior 


DINNER AND DANCING PARTIES 


Most attractive arrangements for small organization gatherings or larger 
parties up to 400 persons. 


Special attention to Staff Dinners, Committee Meetings, etc. 


Representative will call if desired. 


The Uptown Savarin in the new Pershing Square Building at Park Avenue and 42nd Street 
is to be opened in October. 




















10004 04 BO 4 64 81 20 2 Od be ee Oe 2 ee | 


Harbert B. Van Ness | BANK STOCK REFERENCE TABLE 


& Co NATIONAL BANKS 
. 


Members of — — pees 
New York C €8 Exchange alue alue -—— Market, 
” “Chicago Be ‘7 Trade Dividend Par June June $ Per Share 


Chicago Board of Trade 
Detroit Stock Exchange : Name Rate $ Value 30,1922 30, 1923 Bid Asked 


$100 x$249 x$256 288 


100 227 149 120 
134 


x207 346 
194 255 
455 543 

x224 341 
187 213 
246 294 


178 204 


320 Penobscot Bldg. i 7 181 245 
Tel. Cad. 6660 x537 
Detroit Mich. |: 289 
257 265 


HS SSeS se Pe Pe eee et 193 


503 685 


Course of Study 285 320 


BROKERAGE 273 268 381 
STOCK EXCHANGE PROCEDURE 100 256 267 225 
INVESTMENT BANKING i 152 158 140 

By Robert L. Smitley ark 24 100 332 


ee 100 279 299 165 
CONTENTS Public 100 251 303 


1. Evolution of Securities and 
Markets Ten Lessons 


2. Brokerage and Investment 

Banking Twenty-seven Lessons (A) Includes $4 paid by Chase Securities Corporation. (B) Includes 2% and 2% extra 
S @ Basses Setters Alles paid by National City Co. quarterly. (C) 4% extra Jan., 1923. (D) 10% extra paid by 
. a Pri First Securities Corp., January, 1923. (E) 2% extra January, 1928. (F) 3% extra Janu- 
ing . Fices ary, 1923; 5% extra July, 1922; 5% extra Jan., 1923; 5% extra July, 1928. (G) 5% extra 
b. pa Aspect of Ex- July, — and 0% — January, 1923. (H) 2% extra July, 1922; 2% extra Jan., 1928; 2% 
changes ' extra July, 1923. ) 2% extra July, 1922, and 2% extra January, 1923. (K) 3% extra 

8¢8 Twenty-five Lessons January, 1923. (L) 2% extra January, 1923. (t) Capital increased during year. ‘ 
Syllabus references — paragraph 
form and special articles—253 

pages—bound in cloth. 
Price $2.50 postpaid, but sent on ap- TRUST COMPANIES 
proval to those interested in 
the subject. Book Book Recent 


DIXIE BUSINESS BOOK SHOP Value Value 7—Market—_, 
140 Greenwich St., New York, N. Y. Rate $ Par June June $ Per Share 
Name Dividend Value 30,1922 30, 1923 Bid Asked 


Bankers ....... eevee 20Q J $100 $220 $216 348 352 
100 400 


Bank of N. ¥.&Tr.Co.. 209 J 468 473 
475 


AILING LISTS || £..°. .. -. a 
100 478 483 
100 133 110 120 
Responsible firm offers 600,000 stockholders as 
copied from corporate records (1923) of utility, 100 225 305 315 


food, rubber, motor industries, mortgage bond, i 100 188 191 
banks, etc. Also 300,000 small town country in- 


tt 





Stocks, Bonds, Grain, 
Provisions 


Coffee and Sugar 
Futures 


Private Wires to All Exchanges 


wm to 
edie «Bead 


Dy 4 009 4 9 eee 2 es ead 











100 269 279 370 























vestors (by States). Average worth $5,000.00 Farmers L. & T......... 100 545 550 
minimum. Guaranteed 100% accurate with re- Fidelity—Int'l 100 195 205 
fre.00 ent. Typewritten on white bond paper. 100 250 265 
or 


for 10, names and addresses. Try 1000 
$9.00. _L. MARTINEK COMPANY, 27 100 240 245 
Humphrey Street, Corona, N. Y. 
100 203 210 
100 aes 226 223 
100 729 850 eee 
9 COMPOUNDED ne Pa sak we 
Semi-Annually 
00 205 


on investments in monthly payments or i see 
lump sums; Safety; Real Rotate Security : rod = bans ons 


Tax Exempt; State Supervision. 
for Details. 100 271 278 344 347 


Okmulgee Building & Loan Ass’n People’s ...... ‘enadl , 100 272 0 3286 385 400 
Oklahoma 


Okmulgee 
7 Title Gr. & Tr. 100 284 420s $227 368 373 
a U. S. Mtg. & Tr 100 237 242 305 312 
50 QJ 100 901 951 1220 ©1250 


(C) 1% extra July, 1922; 4% December 80, 1922. (D) 2% extra January, 1928. 
(E) 2% extra July, 1922; 2% January, 1923; 1% extra July, 1923. (G) 2% extra October, 
1922. (K) 4% extra June 30, 1922; 3% January, 1923; 4% extra July 2, 1923. (M) 4% 
Gum-Dipped Cords extra January, 1928. (+) Capital increased during year. 
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Were These Trading Opportunities 
Pointed Out to You? 


Having placed our subscribers LONG of carefully selected stocks on August | (when nearly every 
one was bearish) and having advised the closing of these trades at the top of the rise, showing 
aggregate profits of over 142 points, we placed subscribers SHORT on September 10 and 12, cov- 
ering on September 13 with aggregate profits of over 80 points. 





A new long position was taken beginning September 19, and we list below some of the recommen- 
dations made to our various sections showing profits up to October 4. When this campaign is 
finally closed the profits will probably be much larger: 





Date Price Price Profit 
Stock Bought Paid Oct. 4th Oct. 4th 


Sept. 19 24, 28% 3% 
Savage Arms Sept. 19 29 31 ly 
Corn Prod. Sept. 19 1224 128% 5% 
Stand. Oil Cal Sept. 19 50% 541, 4% 

Sept. 19 533% 57% 3 
Balt. & Ohio Sept. 19 47% 59% 11% 
Rep. Steel Sept. 19 43, 45% 1% 
Lima Loco. Sept. 19 62% 654% 2% 
U. S. Ind. Alcohol Sept. 19 50 54% 4% 
Fam. Players Sept. 19 70% 74 3% 

Sept. 28 121% 131% 9% 
Otis Elevator Sept. 28 122 1234 ly 
Ee eee eee Oct. 3 116% 120% + 
Studebaker Oct. 3 96% 99% 34% 


These advices were transmitted by telephone and telegraph at the psychological moment. 
Can you do as well, trading on your own judgment? 





THE SERVICE 


1. A telegram or ‘phone message tells you just what few stocks to buy or sell short. Never more 
than 5 or 6 in any single campaign. ; 
Messages are sent only when in our judgment there is good opportunity to secure from 5 to 20 
points in each stock recommended. 

We instruct you as to stop orders, watch the trades, and again wire you when to take profits. 
Subscribers are divided into sections, geographically arranged, thus allowing for the time element 
in transmission and serving to prevent orders from becoming “bunched” around the same levels. 
Advices are based upon a careful study of the market's action and immediate trend, by experts 
who are stationed at the ticker tape. 

No uncertainty. Complete instructions issued upon subscription. 











We really believe it will be to your financial advantage to put yourself in line immediately to 
receive this service. 


Let us demonstrate to you the value of a three-months’ trial costing less than $10 a week. 


THE TREND TRADING SERVICE, (Service starts from 
42 Broadway, New York City. date of first message) 


Enclosed find check for $125 to cover three months’ subscription to the Trend Trading Service. 


"PHONE NO. 
(All telegrams sent collect—no charge ‘phone messages New York City.) 
Oct. 13 
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Reveals Startling 
Discovery 
About Old Age 


N amazing dis- 
A covery made 

five years ago 
by a well - known 
member of the 
American Associa- 
tion for the ad- 
vancement of Sci- 
ence showed that a 
high percentage of 
all the chronic old 
age ailments could 
be traced to one 
cause, prostate 
Gland Disorder, 
and that this could 
often be relieved. 
Now, over 10,000 
men have success- 
fully used this 
method in their own homes. 
is now made public. 


By Byron C. Kelley, A.M., LL.D. 


At 40 most men begin to dread painful conditions of ad- 
vancing years that they regard as inevitable. Medical 
science records that at least 65% of all men past middle 
age suffer with a disorder of the prostate gland. I knew 
these things—being past 40 myself. And I had to begin 
to wonder when I would lose my old-time pep and 
aggressiveness, my stamina and resistance to disease, 
when through a mutual friend I learned of the work of 
John G. Homan, American Scientist. 


65% Have Gland Trouble 


I made a special trip to Mr. Homan’s 
laboratory in Ohio. And although I 
have always prided myself on my 
knowledge of body chemistry, after an 
hour’s conversation with Mr. Homan I 
decided that I really knew compara- 
tively little. Probably few men real- 
ize that such old-age symptoms as 
Sciatica, aches in back, legs and feet, 
frequent nightly risings, nervousness, 
irritability, frequent dizzy spells in- 
dicating high blood pressure, and 
many others are often traced directly 
to a simple cause—a disordered pros- 
tate gland. Prostate gland trouble 
often reaches the stage where the sur- 
geon’s knife is the only remedy. And 

it is a common expression among sur- 
geons that the average life after such an operation is 
two years. 


This information 


“Am 73 years 
young,”’ 
H. 8B. 
Colorado man. 


Why Men Are Old at 40 


Alere is the reason why some men L?- = 
searcely out of their thirties begin to 

lose their vigor and alertness—while 

others at 60 and 70 seem to have the 

vigor of the prime of life. 


10,000 Men Find Relief 


I was astounded to find that over 10,- 
000 men already have found relief in 
this wonderful new method. saw 
letters from thousands of men placed 
on Mr. Homan’s desk for his personal 
attention — letters from physicians, trouble 5 years. 
bank presidents, statesmen and promi- dow 1 feel like 
nent men from every section of the a new man.— 
country asking for details about the D. W. C ~ 

treatment. I read hundreds of letters lius. + Gerne- 


Had prostate 


and saw thousands more, from grate- 
ful men who had found relief. 


All Explained in Free Book 


It is one of the most gratifying events of my life to be 
able to tell the readers of this magazine they can use this 
wonderful new treatment in their own homes. It is ex- 
plained in a free book called ‘“‘Why Many Men Are Old 
at 40."" It shows you how you can often regain much of 
your youthful vigor and be free from these disorders. The 
edition is limited—you should send immediately to be 
sure of getting a copy. Just mail your simple request 
for this book to the Electro Thermal Company, 4426 Main 
Street, Steubenville, Ohio, the concern that is distributing 
these books for the author. 


THE ELECTRO THERMAL COMPANY 
4425 West Main Street Steubenville, Ohio 


IMPORTANT DIVIDEND 


ANNOUNCEMENTS 

















Am’t Stock 


Ann. Rate Declared 
$4 Air Reduction com. $1.00 Q 
$4 Abitibi Pr & P com $1.00 Q 
% AsbestosCorp Can c1% OQ 
% Asbestos Corp C pfid1%% 
$6 All Amer Cables. . a 50 

8% Alliance Realty 
$4 Allied Chem & D c. Hy “00 
$7 Allis-Chalmers pfd.. $1.75 
$6 Am Beet Sugar pfd $1.50 
$6 Am Gas $1.50 

6% Am Gas & Elec pid 1%z% 

7% Am 14% 
6% Am 14% 

7% Am Shipbldg pfd... 14% 
$3 Am Steel Fndies... 75c 
$9 Am $2.2. 
$6 Am Typefounders c. $1. 

Typefounders pf $1.75 
Woolen com... $1. 
Woolen pfd.... $1. 
$7 Appalachian P 1st pf $1. 
$7 Atlantic Ref pfd... $1. 
— Auto Knit Hosiery. $1. 
$5 Balt & Ohio com.. 
$4 Balt & Ohio pfd.... 
.40 Beechnut Pkg com. 
$7 Beechnut Pkg pf B. 
% Belgo-Can Paper.... 
$2 Bklyn Boro Gas.... 
6% Canada Cement... 
8% Canadian Cot com. 
6% Canadian Cot pfd..1 

4% Canadian Ind Alcoh 1% 

— Canadian Ind Alcoh 2% 
= Carolina P & L com %% 
5 Chgo Pneumatic T. $1.25 
o% Colorado Pr com... 4% 
$6 Computing T Rec.. $1.50 
$6 Corn Pdts Ref com $1.50 
— Corn Pdts Ref com Tic 
$7 Corn Pdts Ref pfd $1.75 
$4 Crucible Steel com.. $1.00 
$10 Del, L & W Coal... 2%% 
$8 Detroit Edison Co.. $2.00 

6% Detroit United Ry.. $1.50 
$2 Fam Players-L pfd $2.00 
$4 Gt West Sugar com $1.00 
$7 Gt West Sugar pfd $1.75 

6% H Smith Paper com 14% 

8% H Smith Paper pid 2% 
$8 Indiana Pipe Line.. $2.00 
$5 Inter Harvester com $1.25 
$6 Inter Paper pfd.... $1.50 
$4 K City Southern pf $4.00 

50c Kerr Lake Mining. . 

7% Macy RH pfd 

10% MacAndrews & F c2%% 

6% MacAndrews & F pf 14%% 
$4 Magnolia Pet Co.. $1.00 
$4 Manhattan Ry Ren $1.00 

$14 Mex Petroleum com $4.00 

$8 Mex Petroleum pfd $2.00 
$6 Mid W Utilities pfd $1.50 
$3 Moon Motor Car.. ie 

— Moon Motor Car.. 25c 

8% Montreal Telegraph 2% 
$3 Natl Biscuit com... Tic 
7% Natl En & Stmpg pf 14%% 
$4 N Y Air Brake com $1.00 
$4.N Y Air Brake pfd $1.00 

7% N Y Central 14% 

8% Northern S Pr com 2% 

7% Northern S Pr pfd14% 

6% Pacific G & El com1%4%% 
$8 Pan-Am Petrol A.. $2.00 
$8 Pan-Am Petrol B.. $2.00 
$4 Phelps Dodge com. $1.00 

7% Phillips Jones pfd.. yo 
$4 Phila Co com 1.00 

6% Phila Co pfd 
$4 Pittsburgh Coal com $1.00 
$6 Pittsburgh Coal pfd $1.50 
$1 Pittsburgh Util com $1.00 § 

7% Pittsburgh Util pfid2%% 
— Pittsburgh Util pfid2%% 
$5 Shawinigan W & P1%% 

5% Southern Ry pfd..2%4%% 

2.50 Stand Gas & El com 62%c 

8% Super S Ist & 2d pf 2% 
$7 Tob Pdts pf Class A$1.75 Q 

6% United Drug com..1%4% Q 
— United Lt & Rys c7ic Ext 10-15 

5% United Lt & Rys c14%% Q 10-13 

7% U S Ind Alcohol pf14%% Q 9-29 
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(Bermuda Mi ’t’s Official Contract Steamers) | 
Book NOW for Fall and Winter | 
Sailings to BERMUDA 
Vacationist’s Paradise 
Only 2 Days from New York 


| Sailings Twice Weekly 


From New York, Wed. 
and Sat. 
Landing passengers di- 
rectly at Hamilton Dock 
avoiding inconvenience of 

transfer by tender. 

——— Tickets good on either 
Steamer, insuring unequalled express 
service, via New Palatial Twin-Screw 
Oil-burning Steamers 


S.S. “Fort Victoria” and 
S. S. “Fort St. George” 


Each 14,000 Tons Displacement 
Modern Hotels No Passports 
All Outdoor Sports 
including Golf (Two 18-Hole 
Courses), Tennis, Sailing, Bathing, 
Trap-shooting, Horse Racing, Fish- 
ing, Riding, Driving, Cycling, etc. 
ST. GEORGES HOTEL, ST. GEORCES, BERMUDA 
Finest Cuisine and Service, Tennis, 
Golf, Magnificent Tiled Swimming 
Pool 
WEST INDIES 
Delightful cruises to the Gems of 
the Carribbean Sea 


For illustrated Booklets on Bermuda or 
St. George Hotel or West Indies write 


FURNESS BERMUDA LINE 
34 Whitehall St., New York 


Any Loca. or Tourist Agent 


— 


























SYSTEMATIC 
SAVING 


Financial reward follows surely if 
you act in sympathy with fixed in- 
vestment laws. $500 invested now in 
sound securities at 7%, and $10 a 
week regularly grows to almost 
$10,000 in ten years. Full plan sent 
on request. 


Ask for MW-80 


McClelland, Claggett Co. 


60 Broadway 35 Congress St. 
New York Boston 





BUSINESS OPPORTUNITIES 





$100,000 Needed 


Well established Engineering and Contracting 
firm is in need of more capital im order to accept 
new contracts offered. We have specialized in 
the design and construction of industrial and 
public work; can show highest testimonials of 
service covering design and erection of many 
notable buildings and bridges throughout New 
York State. We have an established clientele, 
trained organization, contracts on hand and offer 
an exceptional opportunity for someone to buy 
into a going concern. Will be pleased to furnish 
full particulars and references to interested parties. 


Address Engineer 
c/o The Magazine of Wall Street 
42 Broadway, N. Y. City 
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STATEMENT OF THE OWNERSHIP, 
MANAGEMENT, CIRCULATION, ETC., RE- 
QUIRED BY THE ACT OF CONGRESS OF 
AUGUST 24, 1912, 


Of The Magazine of Wall Street, published 


every other week at New York, N. Y., for Octo- 
ber 1, 1923. 
St 
Cc 


of New York - 
unty of New York, ' o.3 


Refore me, a Notary Public in and for the 
te and county aforesaid, personally appeared 
W. Budd, who, having been duly sworn 
according to law, deposes and says that he is 
the Business Manager of The Magazine of Wall 
Street, and that the following is, to the best of 
his knowledge and belief, a true statement of the 
ownership, management (and if a daily paper, 
the circulation), etc., of the aforesaid publication 
for the date shown in the above caption, requir 
by the Act of August 24, 1912, embodied in sec- 
tion 443, Postal Laws and Regulations, printed 
on the reverse of this form, to wit: 

That the names and addresses of the pub- 
lisher, editor, managing editor, and business 
managers are: 

sblisher, The Ticker Publishing Company, 42 

iway, New York City; Editor, Richard D. 

<off, 42 Broadway, New York City; Man- 

« Editor, E. D. King, 42 Broadway, New 
< City; Business Manager, R. W. Budd, 42 

idway, New York City. 

® That the owner is: (If the publication is 
owned by an individual his name and address, or 
if ned by more than one individual the name 
and address of each, should be given below; if the 
publication is owned by a corporation the name 
of the corporation and the names and addresses of 
the stockholders owning or holding one per cent 
or more of the total amount of stock should be 


giv ) 

Ticker Publishing Company, 42 Broadway, 
New York City. 

Richard D. Wyckoff, 42 Broadway, New York 
Cit 


Cecelia G. Wyckoff, 42 Broadway, New York 
Ci 


That the known bondholders, mortgagees, 

and other security holders owning or holding 1 

ent or more of total amount of bonds, mort- 

s, or other securities are: (If there are none, 
state.) 

None. 

4. That the two paragraphs next above, giving 
the names of the owners, stockholders, and secur- 
ity holders, if any, contain not only the list of 
stockholders and security holders as they appear 
ul the books of the company, but also, in cases 
where the stockholder or security holder appears 
ur the books of the company as trustee or in 
any other fiduciary relation, the name of the 

or corporation for whom such trustee is 

r, is given; also that the said two paragraphs 

tain statements embracing affiant’s full knowl- 

and belief as to the circumstances and con- 

ns under which stockholders and_ security 

ers who do not appear upon the books of the 

pany as trustees, hold stock and securities in 

a capacity other than that of a bona fide owner, 

and this affant has no reason to believe that any 

other person, association, or corporation has any 

interest, direct or indirect, in the said stock, 

bonds, or other securities than as so stated by him. 

That the average number of copies of each 

i of this publication, sold or distributed, 

through the mails or otherwise, to paid sub- 

scribers during the six months preceding the date 

shown above is ‘ This information is re- 
quired from daily publications only.) 


RALPH W. BUDD, 
Business Manager. 


worn to and subscribed before me this 17th 
day of September, 1923. 
(Seal) John J. Janes, 
Notary Public No. 82. 
New York County, N. Y. 
My commission expires March 3lst, 1924. 








Correction 


In the September 29th issue on page 
1020 we quoted the Utah Power & Light 
Ist 6s of 1944 at a price 89 to yield 7%. 
This was an error as the price of the 
bond is about 98 yielding slightly in ex- 
cess of 6%. 
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THE BANKING SITUATION 
(Continued from page 1123) 











course, indicate a kind of pressure that 
has not been felt for two years, and not 
in any severe form for some three years. 
Such rediscounting, while it reveals a 
“loaned-up” condition in the district where 
it occurs is, of course, indicative of the 
fact that relief is being obtained, and is, 
therefore, to be considered a symptom of 
easier, rather than more difficult, condi- 
tions to be expected in the money mar- 
ket. Were not such aid being rendered, 
it might be expected that larger drafts 
would be made upon the commercial sup- 
ply of funds in the hands of city banks. 


Higher Money in Sight 


From either point of view, however, it 
is clear that a greater degree of pressure 
for money is to be expected. The out- 
come is already seen in higher rates for 
call and time funds. These advances of 
rates have not gone far as yet, but have 
left reserve bank discount rates unaffect- 
ed, while commercial paper rates have 
hardened only moderately, and call and 
time funds are but reasonably advanced 
up to date. If it were not for the situa- 
tion at some of the Reserve banks, it 
might easily be expected that the rate 
would shortly soften and return to its 
old level. The fact seems to be, how- 
ever, that spare or free loan funds are 
showing a disposition to absorption which 
is not likely to disappear immediately. 
The reasonable inference to be drawn 
thus looks in the direction of higher rates 
continued for a considerable period. How 
much further the advance in rates may 
be carried, it would be difficult to say, 
the outcome, of course, depending largely 
upon the degree in which business, as well 
as investment and speculation, brighten, 


General Outlook 


The general basic strength of our bank- 
ing system has in no degree been in- 
fringed upon. It continues powerful in 
gold and other resources, and high in its 
general liquidity, as indicated by a reserve 
ratio for the system of 75-78%, accord- 
ing to conditions. 

City banks have, if anything, lost busi- 
ness, relatively speaking, and are in few 
parts of the country anywhere near 
“loaned up.” Country banks are feeling 
the pressure for funds, and their demands 
upon reserve banks may lead the latter 
into a necessity for rediscounting, fol- 
lowed by an advance in local rates neces- 
sitated by the reduction of local reserve 
balances. The result may easily be a 
more general advance of reserve bank 
rates. Charges for money in the open 
market are already higher and advanc- 
ing. A period of more costly money has 
thus opened, although the supply of funds 
is still reasonably abundant and interest is 
fairly moderate, considering the season 
and its demands. 


PUTS & CALLS 


If stock market traders un- 
derstood the advantage de- 
rived from the use of PUTS 
& CALLS, they would fa- 
miliarize themselves with 
their operation. 


PUTS & CALLS place a 


buyer of them in position to 
take advantage of unfore- 
seen happenings. 


The risk is limited to the 
cost of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence invited. 


GEO. W. BUTLER & CO. 


Specialists in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 

20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 











Stock Options 


Offer great money-making 
possibilities. No margin is 
required, as the risk is lim- 
ited to their first cost. 


Investigate the advantages 
of this valuable method of 
stock trading. Circular W, 
describing their employment 
in place of stop orders; to 
supplement margin; their in- 
surance value, and other im- 
portant features will be sent 
free upon request. 


Write us for quotations. We 
can always offer the most at- 
tractive contracts for either 
large amount of stock or odd 
lots. 


S.H. WILCOX Co 
PUTS ana CALLS 
Guaranteed by Members of the 
New York Stock Exchange 
66 BROADWAY NEW YORK 
Tel. Bowling Green 9893-4-5-6 














TO BE TAX-EXEMPT OR 
NOT TO BE TAX-EXEMPT 
(Continued from page 1091) 








Against 

the escape of the rich man 
from the burden, which must, 
accordingly, be borne by the 
poor man. We are quickly 
getting back to the system of 
the Middle Ages with its nota- 
ble principle of “le fort por- 
tant le faible,” or “the strong 
bearing the burden of the 
weak,” but which, in practice, 
was turned into the opposite 
principle of the weak bearing 
the burdens of the strong. 


For 

the difference in taxation, and 
when the incomes are very 
large, the high surtaxes put a 
greater tax on them than on 
the average earned income. 
There is no unloading of the 
tax burden by the very rich 
on the poor man. They (the 
rich) gradually assume _ the 
burden of carrying the low- 
rate, non-taxable bonds of the 
Government, and have carried 
them until an equilibrium is 
reached in the return on capi- 
tal and its contribution in 
taxes, as between a taxable and 
a tax-free use of it. 


eRe 


5—Tax-exemption gives an 
unfair advantage to certain 
forms of investment. It puts 
Government bonds into a pre- 
ferred position and artificially 
restricts the market for other 
bonds. 


Reply—Tax-exemption does 
give an advantage to  cer- 
tain forms of investment, and 
it should be confined absolute- 
ly to Government bonds, and 
by that is meant all parts of 
the Government, Federal, state 
and municipal. When so con- 
fined, it is not unfair, for it 
is all the people putting them- 
selves at a disadvantage when 
they borrow for the necessi- 
ties of the Government. Tax- 
exemption does put Govern- 
ment bonds into a preferred 
position, and they ought to be 
in such a position, and no oth- 
ers should be. 


RRR 


6—Issue of state and local 
tax-exempt bonds encourages 
extravagant expenditures. 


Reply—It may be that the 
largely increased interest 
which the governments will 
have to pay on taxable bonds 
may make them hesitate to 
make heavy expenditures, but 
they will be a very insufficient 
check on extravagance. The 
risk of much heavier interest 
burdens on the tax-paying citi- 
zens far outweighs any hope 
of a sufficient check on extrava- 
gance, 





Against 
7—Tax-exemption prevents 
reduction of our tax burden. 


For 


Reply—Anyone who studies 
the process of collecting the 
additional taxes necessary to 
pay the extra interest on Fed- 
eral and state bonds, realizes 
who pays them and how much 
it adds to their tax burdens. 
Non-tax-exemption will put off 
indefinitely any such reduction, 


RR 


8—Tax-exemption endangers 
the entire system of Federal 
revenues. As the outstand- 
ing and tangible wealth comes 
more and more to consist of 
securities issued by state and 
local governments, the basis of 
the Federal income tax—our 
chief source of reliance, pres- 
ent and prospective—will con- 
tinually contract. 


Reply—This argument ig- 
nores the fact that the Fed- 
eral, state and town govern- 
ments are supported by one 
body of taxpayers; that, strict- 
ly speaking, there is only one 
Government divided into svb- 
divisions and that nothing is 
gained by the taxpayers per- 
mitting one to gain in revenue 
at the expense of the other. 


RRe 


9—With every billion of 
dollars added to the amount 
of tax-exempt securities the 
advantage enjoyed by this 
class of securities becomes 
smaller. But in proportion as 
the advantage. of exemption 
diminishes, the premium on 
the tax-exempt bonds will fall. 
Yet the advantage of remis- 
sion from taxation remains 
unimpaired. 


Reply—If the billions have 
to be put out they should be 
put out to the greatest advan- 
tage to the state, and we have 
shown that to be under tax- 
exemption. We cannot stop 
the state’s expenditures by 
simply putting up the rate of 
interest on bonds. 


Rene 


10—It is urged that taxpay- 
ers in state and local govern- 
ments benefit because the state 
and local governments pay so 
much less interest on their 
bonds. This argument is fal- 
lacious, for while the state and 
local governments were able 
at one time to sell their bonds 
at a higher price because of 
exemption from state and lo- 
cal taxes, the advantage was 
gradually dissipated as _ the 
other state and local govern- 
ments did the same. 


Reply—The argument criti- 
cized is not fallacious so long 
as thé 3%s and 4%s stand at 
par, and we know that full 
taxation on the latter would 
send them to 4%4% and prob- 
ably to 5%. Good state and 
municipal bonds, free of tax, 
are selling today on a 3.90 to 
440 basis, and good railroad 
and other corporate bonds, 
subject to tax, are selling on 
a 480 to a 5% basis. 











PROSPECTS OF THE 
PRECIOUS METAL 
PRODUCERS 
(Continued from page 1115) 











more in dividends than it has earned in 
recent years, it is in such strong financial 
position that it should be able to continue 
dividends around the present rate for 
some time to come. 


At the beginning of the current year it 
had 2.8 millions in current assets, among 
them 2.2 millions in cash or cash equiva- 
lents, against $375,000 in current liabili- 
ties. As there are outstanding only 251,160 
shares of $100 par value, these items 
amount to over $8 a share. 
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Paying $6 and yielding 9.7% at the 


current price around 62, the stock 
seems one of the most attractive of all 
the precious metal mining group. 


NIPISSING MINES CO., LTD. 


This is the successor to a company 
formed to develop silver mines in the 
Cobalt district of Ontario, Canada. Its 
output of silver has fluctuated between 
1% and 4 million ounces of silver since 
it swung into full production, and has 
been showing a trend toward the higher 
figure in recent years. Ore already de- 
veloped is equivalent to a further 2.6 mil- 
lion ounces, and is being constantly 
added to. 

The company has made several un- 
fortunate investments, among them the 


Ophir mines of Cobalt, Ont.; an oil lease 
in Texas, and others, which have proven 
disappointing. Earnings from the regular 
silver business are holding up well, how- 
ever, and the company is typical of the 
strong, well-established silver mining con- 
cern operating on a large scale. 

Its financial situation is strong, as it 
had at the end of 1922, current assets of 
46 millions and current liabilities of 
$585,000, while among the assets cash and 
equivalents amounted to 4.6 millions, 
nearly the entire current assets consisting 
of cash, United States and Canadian Gov- 
ernment bonds, ore and bullion shipped 
and outstanding. 

On the 1.2 million shares of stock out- 
standing, of $5 par value, this amounts to 
well over $3 a share in liquid assets, com- 
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pared with a current dividend rate of 60 
cents annually per share. 

The estimated earnings for the cur- 
rent year of $1.50 per share further 
indicate the probable maintenance, if 
not increase, of the present dividend 
rate. At 5%, yielding nearly 11%, the 
stock seems reasonably cheap, in spite 
of the uninspiring outlook for silver. 














Securities and Com- 
| modities Analyzed 
in this Issue 


COMMODITIES 


Automobiles 
Copper 


Petroleum 


Textiles 


Bond Buyers’ Guide 
Barnsdall 


Pierce Oil 

Public Utilities 
Producers & Refiners 
Unlisted Utilities 


RAILROADS 
Answers to Inquiries 


MINING 
Dome Mines 
Homestake 
Nipissing 
PUBLIC UTILITIES 
North American Co 


INDUSTRIALS 


American La France 
American Steel Foundries. .1094 
American Tobacco 


October 2 we said: Buy! 
October 3: 


Baldwin jumped 5 points, Studebaker 4, 
Corn Products 2, Cosden 1%, Allied 
Chemical 2, American Can 3—and so on 
all through the list of stocks recommended 
October 2 and since September 19 when 
the preceding campaign closed. 


The Investment and Business Service puts you in the 
right stocks at the right time, tells you when to take 
your profits. Its subscribers are removed from the 
temptation to follow the crowd. They know when the 





THE SERVICE 


1.—Prompt replies by mail or wire 
to inquiries regarding any listed 
security —or the standing of 
your broker. 

2.—An eight-page service report 
issued every Tuesday. 

3.—The Technical Position for 
traders showing what to do 
with individual stocks. 

4.—The Investment Indicator, which 
has no duplicate anywhere. In 
tabular form it shows the in- 
vestment position of the leading 
stocks and tells you what to do. 

5.—The Richard D. Wyckoff color 
raph of Business, Money, 

redit and Securities. 

6.—Without additional charge a sum- 
mary of the regular and special ed- 
vices sent to you by night or day 
letter collect—optional with you. 

7.—A brief but thorough survey of 
the various fields of industry. 

8.—Recommendations of income 
and profit possibilities in bonds. 

9.—A special wire or letter when 
any important change impends. 











right time comes to buy or 
sell and correctly advised 
what position to take. 


Your Last Chance to 
subscribe at $125 for 
one year of investment 
and trading guidance 
from the only Service 
with a record of con- 
sistent accuracy. 

After October 15 the Invest- 


ment and Business Service will 
be $150 a year, but we will 
accept your subscription at the 
$125 rate provided this coupon 
is postmarked not later than 


midnight October 15, 1923. 


The advices—clear and definite—not only lead to 
trading profits, but to a higher investment yield. 


Send in your subscription today and be in a 
position to commence taking your profits out 
of the security market. 


FINAL $125.00 COUPON 


THE INVESTMENT and BUSINESS SERVICE 
of The Magazine of Wall Street, 
42 Broadway, New York City. 
Enclosed find my check for $125.00 for The Investment and Business Service, to be 
sent me once a week or oftener for an entire year, beginning with the next issue. 


Wire service wanted? Yes © Ne © City and State 
After October 15, 1923, the subscription rate will be $150 by the year. 
Oct. 13 
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DIVIDENDS 
The Baltimore & Ohio Railroad Co. 


OFFICE OF THE SECRETARY 
Baltimore, Md., September 26, 1923. 

The Board of Directors this day declared for 
the three months ending September 30, 1923 
from the net earnings of the Company a dividen 
of one (1) per cent on the Preferred Stock of the 
Company, payable December 1, 1923, to the 
stockholders of record at the close of business on 
October 13, 1923 

The Board also declared from the surplus earn- 
ings of the Company a dividend of one and one- 
quarter (1%) per cent on the Common Stock of 
the Company, payable December 1, 1923, to the 
stockholders of record at the close of business on 
October 13, 3. 

The Transfer Books will close at 12 o'clock 
noon Saturday, October 13, and remain closed 
until 10 o’clock A. M. Tuesday, October 16, 1923. 

Cc. W. WOOLFORD, Secretary. 


The Bell Telephone Company 


of Canada 
NOTICE OF DIVIDEND 


A Dividend of two per cent (2%) has been 
declared, payable at the office of the company, in 
Montreal, on October 15, 1923, to shareholders of 
record at the close of business on September 22, 


1923. 
WM. GEO. wAce, Treasurer. 
September 12, 1923 








Montreal, 


JULIUS KAYSER & CO. 


A regular quarterly dividend at the rate of Two 
Dollars a share upon 66,115 shares of the no- 
ar-value Preferred stock of Julius Kayser & Co., 
as been declared, payable October 1, 1923, to 
the holders of record of such stock at the close 
of business September 28, 1923. 
Dividend checks will be forwarded by Guaranty 
Trust Company of New York. 
CLARENCE W. SINN, 


Cluett, Peabody & Co., Inc. 
COMMON STOCK ®DIVIDEND NO. 33. 
The Board of Directors has declared a quarterly 

dividend of One Dollar and Twenty-five Cents 

per share on the Common Stock of the Com- 
any, payable November Ist, 1923, to Stock- 

Poiders of record at the close of business Octo- 

ber 20, 1923. Checks will be mailed by the 

Irving ‘Bank- Columbia Trust Company. 

». A. GILLESPIE, Treasurer. 
Troy, N. Y., 


October 3, 1923. 
Kelly-Springfield Tire Co. 
A quarterly dividend of two dollars ($2) per 

share on the Eight Per Cent Preferred Stock of 
this Company has been declared, Peon Novem- 
ber 15, 1923, to stockholders of record at the 


close of business November 1, 1923 
C. P. STEWART-SUTHERLAND, 


Secretary. 
New York, October 2, 1923. 





Secretary. 











HUPP 
MOTOR CAR CORPORATION 


Detroit, Michigan, October 2, 1923. 
At the Directors’ meeting held October 1, 1923, 
a quarterly dividend of 24% on the COMMON 
stock of the corporation was declared, payable 
November 1, 1923, to stockholders of record Oc- 
tober 15, 1923. s will be mailed. 
. VON SCHLEGELL, 


INTERNATIONAL PAPER COMPANY 
New York, Sept. 26, 1923. 


The Board of Directors have declared a regular 
uarterly dividend of one and one-half per cent 
1%%) on the preferred capital stock of this 
Company, pevente October 15th, 1923, to pre- 
ferred stockholders of record at the close of 
business October 5th, 1923. 
OWEN SHEPHERD, Treasurer. 


ireasurer. 








UNITED STATES REALTY 
AND IMPROVEMENT COMPANY 
111 Broadway, New York. 

On July 12, 1923, the Directors of this Com- 
pany declared a dividend of one and three- -quarters 

r cent (14%) on the preferred stock payable 
November 1, 1923, to ay 3 4 record at the 
close of business on October 20, 

RT E. HADLOCK. Treasurer. 
New om ont 10, 1923. 


CHICAGO PNEUMATIC TOOL COMPANY 
DIVIDEND NO. 74 
A quarterly dividend of one and one quarter per cent 
has been declared on the Common Stock of this Com- 
pany, payable October 25th, 1923, to stockholders of 
record at the close of business October 15th, 1923. 
J. L. PRICE, Treasurer. 


New York, September 25th, 1923. 
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Intimate Talks With Subscribers 


How to Save Money 


MOVIE magnate used to advertise 
A for the benefit of “the exhibitors” 
(wholesale buyers of films) “How 
to make money—by X.” These advertise- 
ments were boldly signed by himself. 
His prestige and known wealth at the 
time drew a large following. He pros- 
pered for a while; persumably aforesaid 
exhibitors made a little money. Finally 
the movie magnate went broke. The 
pupils are reported to have kept “theirs.” 
So it is with boldly advertised tips to 
buy this or that stock because it is likely 
to go to $1,000 a share. Now I know 
very little about silica-gel beyond the fact 
that it is a chemical designed inter alia 
to take the discoloration out of gasoline. 
It might be a very worthy process, other- 
wise the Royal Dutch people would not 
tamper with it. They are alleged to have 
signed a contract with the Davison Chemi- 
cal people, a fact that might mean much 
or nothing. Silica-gel might prove to be 
the real ninth wonder of the world, but 
the advertisement asserting that owner- 
ship of it by the public will prove to be a 
fortune-maker is against it on general 
principles. 

Like the movie magnate who blatantly 
advertised “How to make money” and 
himself went broke, it looks like a gift 
from the Greeks to find someone willing 
to share his bounty of $1,000 a share for 
only $40 or $50 a share with all comers. 
The run-up to $72 recently does not 
prove he was right. It proves the classic 
statement of Professor P. T. Barnum 
that “there’s one born every minute”; 
that the public is gullible; that many 
habitues of Wall Street rather like some- 
thing for nothing. 

We will not purpose telling you how to 
make money by boarding the Davison 
Chemical Special for a straight run to 
$1,000 a share. Perhaps we might look 
into its: claims, change our present mind, 
and give opportunities to make a little by 
buying as well as selling it. That might 
be another story. But for the present no 
subscriber with money to lose should be 
tempted. 


Inside Workings of Certain Pools 


The spectacular action of this same 
stock which went up and down 20 points 
in a few minutes called for an unofficial 
investigation by the Exchange authorities 
and for the time being no one has been 
blamed. If the Exchange finds that a 
virtual corner exists—that the shorts can- 
not cover—it has the right to strike the 
stock off the list. If the Exchange should 
now or later discover that the floating 
supply is so small as to constitute a men- 
ace to free trading, the same result would 
follow. While the recent action savored 
of the spectatcular there was nothing 
really untoward in what happened. It 
seems a purchase of 2,500 “at the market” 
around 60 found no stock whatever for 
sale under the 70s, doubtless some “ad- 
vance” GTC orders on the specialist’s 
book. 

If a well organized pool exists in 
Davison Chemical there was little evi- 


dence of it on this occasion. The writer 
would judge that the pool, if any, ceased 
to function from the moment the stock 
ran wild. Pools do not as a rule leave 
their stocks unprotected, on the long or 
short side. They always have stock for 
sale within single points, and often within 
fractions on the way up. On the way 
down, they have their orders to buy, 
within points and fractions. A jump of 
10 points between sales after fairly even 
going, of fractions between sales—this 
being the record of Davison Chemical 
prior to the fireworks showed that there 
was something radically wrong in the 
State of Denmark as the great poet said, 

A further factor in pool operation to 
be noted is: pools do not always buy or 
go long of the stock they intend manipu- 
lating. Very often they run little or no 
risk. A block of stock might have been 
pressing for sale ac better than depression 
prices. An insider might own 10,000 
shares which he would like to sell at a 
good profit. A bull pool fortified with 
resources would take an option on it at a 
price, and proceed to mark up the scant 
floating supply, and then liquidate the “in- 
side” stock. If the pool happened to be 
very bullish and over-enthusiastic, there’s 
no law against advertising and making 
claims of fantastic values. It will be re- 
called that Piggly-Wiggly was handled 
originally for the big insider Saunders 
by, it is said on good authority, Jesse 
Livermore; a perfectly legitimate way of 
marking up and selling a block of stock. 
Keene did the same thing for the Mor- 
gans in Steel. Lawson did virtually the 
same thing in Amalgamated for his 
Standard Oil friends and—exposed them 
afterwards. Not always do extravagant 
claims accompany the campaign. Some- 
times they work out alright as in U. S. 
Steel and Amalgamated. 

So, reverting to our original story, one 
way to save money is to forget closely 
held stocks and their wild gyrations; also 
the stories of this or that person having 
made this or that sum. You will never 
hear of the losses that traders and in- 
vestors take in them. Where are the 
holders of Piggly-Wiggly, Keystone Tire, 
General Asphalt, and Houston Oil at 
fancy prices, when these stocks behaved 
just as Davison is behaving now? 
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INTERNATIONAL NICKEL 
Long-Pull Possibilities 


Your opinion of International Nickel com- 
mon stock will be appreciated.—H. F., Cin- 
cinnati, O. 

International Nickel common we con- 
sider to be an attractive long-pull hold- 
ing. This company is in very strong finan- 
cial condition, and earnings appear to be 
gradually turning the corner. After a 
long period of deficits, the company 
earned 4c. a share on the common stock 
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These bonds are secured by a closed first 
mortgage upon the leasehold estate in a 
widely and favorably known down-town 
office building property —-THE ROCKE- 
FELLER BUILDING, Cleveland—conserva- 
tively appraised valuation of $2,745,000. 
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000—more than three times the greatest 
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the quarter ended June 30, 1923. No 
dividend action is expected, but_the 
is now selling close to its lowest 
ls, and, with earnings improving, we 
| that it should do better. 


OPPORTUNITIES IN OIL 
STOCKS 


Standard of California Attractive 


there any opportunitics in oil stocks at 
time? Unless the whole industry is go- 

to the degs it appears that at present 

l prices there must be some stocks that it 
would be profitable to buy.—T. N. M., Moline, 


Many oil stocks offer attractive long- 
| possibilities at this time. We believe 
‘st to purchase stocks of the stronger 
panies, however, for it is the com- 
ies with the big bank roll that are able 
take advantage of the present situa- 
in the oil industry. One we favor at 
present time is Standard Oil of Calli- 
fornia as this company is storing very 
large amounts of crude oil in California 
at low prices which it will hold for a bet- 
ter market. It is also in a position to 
purchase producing properties in Califor- 
nia at this time at a very reasonable fig- 
ure. Experts are of the opinion that the 
big production in California will not last 
much over six months and then should 
decline rapidly. Should this turn out to 
be the case Standard Oil of California 
apparently would be in a position to make 
very large profits from its holdings. 
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participate in the Over-the-Counter mar- 
ket without first securing membership in 
a known exchange, renders the field more 
or less open to concerns which cannot be 
immediately classified. This fact, how- 
ever, in no wise questions the character 
or calibre of the well-known houses, 
which (with the aid of this Department, 
if desired) may be identified without 
trouble. 

During the early part of the fortnight, 
Superheater stock was in more or less 
supply, and dealings were restricted 
around $119 per share. A few days be- 
fore this writing, however, much of the 
stock previously offered for sale was 
withdrawn from the market, and new 
buying orders appeared in considerable 
volume. As a result, the stock moved up 
rapidly, being quoted 131 @ 134 at this 
writing—or at what amounts to a new 
high level. 

It is more or less obvious that some- 
thing approaching a decision has been 
reached as to a new dividend policy in 
the case of Superheater—bearing out the 
probabilities expressed here in previous 
issues. The fact is that the company’s 
earnings are substantially out of line with 
the current rate. Official information may 
be available before The Magazine goes 
to press, in which an announcement will 
be appended to this comment. 


Other features of the market were 
American Cyanamid, which sold up to 74. 
Pittsburgh & Lake Erie common, which 
advanced to a market level of 155 @ 165; 
and Curtiss Aeroplane common, which 
changed hands, on a larger volume, at as 
high as 9%. The first of these features 
will particularly interest those who have 
followed the advices presented here, 
Cyanamid having been definitely recom- 
mended for investment at $50 per share, 
or nearly 25 points below its present price. 

Investors have probably already seen 
the newspaper statement regarding the 
block of American Cyanamid assumed by 
Duke interests. To this may be added 
the information, practically assured, that 
the stock will be listed on the New York 
Exchange shortly. Earnings, as said be- 
fore, are running very substantially ahead 
of dividend requirements, and the cor- 
poration’s financial position is very secure. 

Childs Co. common was firm at above 
160—its recent high. Newspaper reports 
that the company’s policy will be to 
merely offer some new stock to its share- 
holders at a price are not fully credited in 
circles specially interested in the stock. 
It is believed that a split-up will be effect- 
ed, as originally expected, and that the 
amount of new stock sold will be quite 
smail 
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When Banker and Manufacture 
Get Together 


The Manufacturer seeking financing must sell his business to his banker. 


The success of his salesman- 


ship depends on how thoroughly he convinces the banker of the worth of his enterprise. An Avram 
Report presents the manufacturer’s proposal in its best light and gives the banker the facts he wants. 
From the standpoint of both it is the logical pre-requisite to successful negotiation. 


The Banker: 


wants to know more about any business he is asked to 
finance than is disclosed in a financial statement. Records 
of production, sales and earnings show what the business 
has done. The banker also wants to know what it is capable 
of doing. The Avram Report is designed to give him that 
information. 


An Avram Report is a working cross section of the entire 
business organization. It unfolds before the banker the 
inner-workings of purchasing, producing, distributing and 
management departments. It places the business on his 
desk before him for study. The capacity and potential 
ability of the organization can be determined with precision 
and a financial plan gauged to fit. 


An Avram report is prepared by competent engineers, men 
who have no selfish interest in the affairs of the business 
they examine. Being authoritative and uncolored, it can be 
depended upon. The banker should have an Avram Report 
on any business before he attempts to finance it. He can 
then assure himself in advance that the expectations of the 
manufacturer can be profitably realized and his own invest- 
ment adequately safeguarded. 


The Manufacturer: 


must give to the banker reasonable assurance that his i 
vestment will be safe and profitable. He can do this onl 
by producing the complete facts about his business prepare 
from an unbiased viewpoint. The Avram Report will brin 
out the vital facts the banker wants, and it will get all ¢ 
them, many perhaps that would be overlooked by the manu 
facturer himself. It will present the manufacturer's pre 
posal in a more convincing manner than can the manu 
facturer himself. Why? Because it is disinterested, it j 
authoritative, it is complete. When the banker studies 
Avram Report his mind readily encompasses the enti 
business and he sees the proposition as the manufacturer 
has visualized it. Once there is a meeting of the minds 
both parties to the proposal the remainder is not difficu 
to work out. 


Whether the manufacturer wants to issue bonds or is mere] 
seeking a short term loan, it is only fair to both himseli 
and the banker that all the facts be brought out in thei 
true light. This the Avram Report can and will do. 


For the complete story read our booklet “Making Industrial History” 
It will be sent on request 
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